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SALUTING THE CONVENTION OF THE AMERICAN GAS ASSOCIATION AND THE 
PACIFIC COAST GAS ASSOCIATION, OCTOBER 17, 18 AND 19, LOS ANGELES, CALIFORNIA 


The gas industry under federal and state OCTOBER 13 1955 
9 


regulation progresses with wider application 
and growing public appreciation 





An Open Letter of Appreciation 
lo the Gas Industry 


Sales of Servel, the Gas Refrigerator, are up—67% for the five months 
through August, and 111% over last year for the month of August alone. 
Final payment on our six million dollar loan was made—a full 30 days 
before due. 

These achievements would not have been possible but for the splen- 
did support of many Gas distributing utilities throughout the country. 
Gas and combination companies serving almost 40% of the nation’s gas 
meters are energetically pressing local programs, in full cooperation with dis- 
tributors and dealers on their lines, to stimulate gas refrigerator sales in the 
total market. Others are now planning to add their weight to this program. 

To the great Gas Industry goes Servel’s sincere thanks. 


and Servel’s Pledge for the Future 


Servel’s new goals are based on the mutual interest of our company 
and the Gas Industry. Never in our 29 years of serving the Gas Industry 
has a new and closer relationship between us been of such pressing necessity. 

Servel’s advanced new designs, performance efficiency, exclusive fea- 
tures, and an ultimate in quality, will lead to stronger customer choice of 
gas in refrigeration. And this demonstration of the unique advantages of 
gas will protect and improve your kitchen load. 

Confidently, Servel is looking to the future with our traditional partner, 


the Gas Industry. 
C 


thairman of the Board 


Boel cn NAME TO WATCH FOR GREAT ADVANCES IN 


GAS REFRIGERATION AND AIR CONDITIONING 
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1 BaW Boilers 


Eleven B&W Boilers of the type shown here will generate steam 
at the two new plants which will supply all electricity required 
for the great atomic production center known as the Portsmouth 
Area Project. It is the largest and perhaps most significant single 
undertaking in the history of the electric utility industry. 


Clifty Creek Plant near Madison, Indiana, is scheduled for completion 
by the Spring of 1956. Unit No. 1 began delivering power in late Jan- 
vary 1955. The Clifty Creek Plant will be owned, operated and 
maintained by IKEC. Its six units will have a total capacity of 
1,200,000 kw—20 per cent larger than the Kyger Creek Plant. Ameri- 
can Gas and Electric Service Corp. is the plant design engineer. 


Once again America’s private electric companies have 
demonstrated their resourcefulness. By combining 
their knowledge, skills and resources, 15 prominent 
utilities have accomplished a job of tremendous pro- 
portions quickly and efficiently—a job which would 
have been too big for any one company to handle. 


By next year, two new power plants—now under con- 
struction as a result of cooperative planning by the 
15 companies comprising Ohio Valley Electric Corp. 
and its subsidiary, Indiana-Kentucky Electric Corp.} 
—will be ready to supply more than the 15-billion 
kilowatt-hours of energy annually required for the 
process of uranium diffusion at the new Portsmouth 
Area Project. This huge block of power is greater 
than that used by New York City and is almost half 
as much electricity as is produced in all of France. 


A number of factors relating to fuel, transportation 
and transmission were responsible for the choice of 
sites—both on the Ohio River—for the two power 
plants needed to meet this great demand. Now par- 
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Kyger Creek Plant—to be owned, operated and maintained by OVEC—will have 
five units with a total capacity of 1,000,000 kw. Unit No. 1 began delivering power 


in late January 1955, a full month ahead of schedule. The last unit is scheduled 
for completion by early 1956. Sargent & Lundy of Chicago is the design engineer. 


tially completed, Kyger Creek and Clifty Creek 
plants will eventually have a combined capacity of 
2,200,000 kw, and while Clifty Creek will be larger, 
the two plants will be similar. 


Kyger Creek’s five B&W Open-Pass Boilers will each 
produce 1,330,000 lb of steam per hr at 2000 psi and 
1050 F, with reheat to 1050 F, and six B&W Boilers 
of the same type and size will furnish steam for kilo- 
watts at Clifty Creek. The utilization of high tem- 
peratures, high pressures and reheat at both plants 
will place them among the most efficient and eco- 
nomical in operation. Together with a comparatively 
low fuel cost, this high efficiency rate will hold down 
the ultimate cost of the power produced there. 


The choice of B&W Boilers and allied equipment 
for a project of this importance is an expression of 
confidence in B&W’s contributions to efficient steam 
generation through intensive research and develop- 
ment covering nearly a century. We will be glad to 
discuss your boiler needs at your convenience. 
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with the Cocltors 


W: have a double reason for saluting 
our good friends of the gas utility 
industry as they gather for their national 
meetings about the time this issue is being 
distributed. We refer, of course, to the 
thirty-seventh annual convention of the 
American Gas Association being held in 
Los Angeles October 17th to 19th, inclus- 
ive, and the joint convention of the Pa- 
cific Coast Gas Association, likewise be- 
ing held in Los Angeles on the same days. 
Following our custom, we have endeav- 
ored in this issue to present material of 
special interest to the gas utility industry 
folks and others—regulators, legislators, 
and so forth—especially concerned with 
the gas industry’s problems. 


NEEDLESS to say, there is a good deal of 
special interest at this particular time in 
the natural gas industry in view of the 
controversial legislation introduced in 
Congress earlier this year, and still due 
for lively debate in the next session of 
Congress, concerning the general juris- 
diction of the Federal Power Commission 
over independent gas producers and 
gatherers. 


THE leading article in this issue comes 
to us from the president of the American 
Gas Association, F. M. Banks, who is 





F. M. BANKS 





PAUL H. DOUGLAS 


also president and general manager of the 
Southern California Gas Company. Mr. 
BANks is a native Californian. He was 
educated at Riverside (California) Jun- 
ior College, Colorado School of Mines, 
and Massachusetts Institute of Technol- 
ogy. He joined the civil engineering de- 
partment of his present organization in 
1922, and after successive promotions be- 
came vice president in 1934, general man- 
ager in 1949, and president in 1950. He 
has been very active in the affairs of his 
industry, both national and regional. 


* *k 7K K 


P people generally will be interested in 
the forthright exposition of the so- 
called “consumer’s” viewpoint on the 
pending gas legislation in Congress pre- 
sented in the article (beginning on page 
622) by U. S. Senator Dovuctas (Dem- 
ocrat, Illinois). SENATOR DouGLAS was 
born in Massachusetts and educated at 
Bowdoin (AB) and Columbia Univer- 
sity (PhD, ’21). He was a professor in 
the economics department of the Univer- 
sity of Chicago and has written a great 
deal on the subject of political economy 
and social security legislation. He became 
president of the American Economic As- 
sociation (1947) and was first elected to 
the Senate in 1948 and re-elected last year. 
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October 17, 18, 19 


1955 ANNUAL 
CONVENTION 


American Gas Association 


Pacific Coast Gas Association 





Southern California Gas Company 


Southern Counties Gas Company 





PAGES WITH THE EDITORS (Continued) 


He served with the First Marine Division 
during World War II, advancing through 
the ranks to Lieutenant Colonel (twice 
wounded and awarded the Bronze Star). 


* 


7 the heat of the controversy over po- 
litical, legislative, and regulatory argu- 
ments involving the gas industry, we 
sometimes may be tempted to overlook the 
basic economics of America’s most popu- 
lar heating fuel. W. Larry SHOMAKER, 
vice president of the Northern Natural 
Gas Company (in his article beginning 
on page 635), gives us a practical, down- 
to-earth explanation of why, when all is 
said and done, natural gas is still “the best 
buy.”’ A native of Herrin, Illinois, and a 
graduate of the University of Wisconsin 
(PhB, ’30), Mr. SHOMAKER has been 
with Northern Natural Gas for over 
twenty-five years in various departments. 
He became industrial engineer in 1938, 
superintendent of gas sales in 1944, and 
vice president in charge of public rela- 
tions in 1950. He also has that responsi- 
bility in connection with rate matters and 
gas supply. 


HE natural gas industry, which al- 

ready has converted most of the na- 
tion to the “wonder fuel” and has sold its 
way into a solid position as the nation’s 
sixth largest industry, is setting new sales 
records through the development of new 
products and processes for home and in- 
dustry. This is the story told (in the ar- 





W. LARRY SHOMAKER 





W. F. ROCKWELL, JR. 


ticle beginning on page 642) by W. F. 
ROCKWELL, JR., president of the Rock- 
well Manufacturing Company and of the 
Gas Appliance Manufacturers Associa- 
tion. Mr. RocKWELL is a graduate of 
Pennsylvania State College (’35), who 
came into the gas appliance business by 
way of the Pittsburgh Equitable Meter 
Company (later Rockwell Manufacturing 
Company, with which he has been con- 
nected since 1938). He has been president 
since 1947. His service with this organiza- 
tion was interrupted during the war years 
by a tour of duty with the U. S. Army, 
from which he was discharged vith the 
rank of Captain in 1945. He is director of 
a number of Pennsylvania industrial con- 
cerns, mostly manufacturing and elec- 


tronics. 
a a ee 


¢ Be E gas industry is going out after the 
gas air-conditioning load—a rich prize 
now largely held by the electric industry. 
It is coveted especially because of its sum- 
mer seasonal balancing feature against 
high winter peaks which plague the gas 
utilities even more than the electric com- 
panies. In his article beginning on page 
648, James H. Co.tuins, California au- 
thor of business articles, has checked with 
current developments in this field. 


THE next number of this magazine will 
be out October 27th. 


A GiGi 
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Doubling Univac’s Speed! 





The famous Remington Rand Univac® 
has widened even further its lead over 
other electronic business computing 
systems. Univac is still the only com- 
pletely self-checked system...the only 
one which can read, write, and compute 
simultaneously without extra equip- 
ment. And now, the Univac II adds to 
these superior features the speed of a 
magnetic-core memory. 

The Remington Rand magnetic-core 


@ 
ELECTRONIC COMPUTER DEPARTMENT Memingtore. Mtarul. ROOM 


memory is more than a laboratory prom- 
ise. It has been in actual customer use 
for over a year, passing all tests with 
flying colors in the first commercially 
available electronic computer to use 
core storage suecessfully. 

The capacity of the internal memory 
of Univac has also been doubled, giving 
instantaneous access to 24,000 numeric 
characters. (If needed, this can be in- 
creased to 120,000 characters. ) 


DIVISION OF SPERRY RAND CORPORATION 


XUM 





Univac’s external memory —magnetic 
tape—now has greater capacity too, 
increasing input and output to 20,000 
characters per second ...the equivalent 
of reading or writing every character on 
this page more than 1,000 times a 
minute. 

These new Univac developments 
can be incorporated into any existing 
installation to double its speed and to 
increase its economy still further. 


315 FOURTH AVE., NEW YORK 10, N. Y. 








Coming IN THE NEXT ISSUE 
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TVA SHOULD REMAIN UNDER THE CONTROL OF CONGRESS 


The Chamber of Commerce of the United States is opposed to the enactment of 
the Kerr TVA bill now pending before Congress. This bill proposes a new arrange- 
ment for perpetuating and enlarging the TVA system. Merely changing the label does 
not alter the infirmity of placing local area responsibilities on the federal taxpayer. 
L. V. Sutton, president and chairman of the board of Carolina Power & Light Com- 
pany, and a former member of the committee on natural resources of the Chamber 
of Commerce of the United States, who appeared as a spokesman for that organiza- 
tion before Congress, gives us a forthright statement on this proposal that TVA be 
permitted to issue its own revenue bonds in order to construct power facilities for 
which funds have been denied by Congress. The author, in stating these views, repre- 
sented not only his own industry but the federation of 3,000 business organizations 
which comprise the Chamber of Commerce of the United States. 


DO UTILITIES NEED ENGINEERED WORK STANDARDS? 


Can practical engineered work standards be developed and applied? What problems 
are created in their application? How much are engineered work standards worth to 
a utility? These are broad questions, but enough practical experience has been gained 
in both gas and electric utilities to yield reliable answers. James W. Taylor, partner, 
Booz, Allen & Hamilton, explores the concept of engineered work standards and pre- 
sents some conclusions resulting from several widely different applications in specific 


companies. 


WHAT MAKES COMPANY PUBLIC RELATIONS TICK? 


This article is based on a study and resulting report as to the organization, procedures, 
and practices of gas and electric utilities. It is essentially an exploratory analysis of 
the objectives, responsibilities, and mechanics of public relations programs, with 
a review of historical background of comparable practices in a representative cross 
section of these operating utilities. Henry Obermeyer, administrative vice president, 
Bozell & Jacobs, Inc., gives some answers to the questions, as well as some unanswered 
questions in this interesting account of what makes a public utility's public relations 


program "'tick."' 


* 


Al 3 Special financial news, digests, and interpretations of court and com- 


mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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..- for hard, slow work. Yet there are methods in 
use today where work production is just as slow 
and consequently costs are high. For example, bill 
analyses produced by any manual means are going 
to cost up to 50% more than by the R & S “One- 
Step” method and it will take weeks instead of 
days to get the answers. 

The reason for this vast differential is the Bill 
Frequency Analyzer (exclusive with R & S) which 
can analyze 200,000 to 300,000 bills in a single day! 
Let R &S prove to you that the “One-Step” method 
will save you money and get vitally needed infor- 
mation to you when you can act on it—profitably. 
Send us a sample of your billing sheet, a copy of 
rate schedules and an estimate of the number of 
customers billed on each rate and your frequency 
table requirements. We’ll give you an estimate of 
costs without charge. 


RS YOUR KEY TO BETTER FIGURES 
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was in the world two opinions alike.” 


“There never 


James B. BLack 
Chairman of the board, Pacific 
Gas and Electric Company. 


Excerpt from Clients’ Service 
Bulletin, published by The 
American Appraisal Company. 


J. H. Loupon 
General managing director, The 
Royal Dutch Petroleum Company. 


L. M. CassIDy 
Chairman of the board, Johns- 
Manville Corporation. 


Joun McGIL_ KruMM 
Chaplain, Columbia University. 


RoBert E. WILSON 
Chairman of the board, 
Standard Oil Company 

(Indiana). 
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“Government as a partner enlarges and strengthens 
the abilities of its citizens. Government as a remote and 
bureaucratic overseer can only weaken and subject its 
citizens to a demoralizing control.” 


> 


“Our whole American system of free enterprise is 
built upon a succession of new ideas. The men who 
today create and gain acceptance for their new ideas 
are our business leaders of the future. They and their 
new ideas are, indeed, a formidable argument for all 
that is good and noble and rewarding in our American 
way of life.” 

» 

“But even if we look ahead to the time when atomic 
power will be starting to play the great part for which 
it is destined, its rdle, as we see it today, will primarily be 
the production of low-cost electricity. While atomic 
power plants may displace a certain amount of heavy 
fuel, low-cost electricity spells increased productivity, 
which in turn will create greater demands for petroleum 


products.” 
© 


“It is always true that there are things one cannot 
afford. But least of all can one afford to lose a war, or, 
in peacetime, to permit a depression. The sound and 
competent leaders of private enterprise must not fail 
to provide the type and size of economy that the Amer- 
ican population will be demanding in 1965. There are 
too many unsound incompetents ready to offer to take 


over if they fail.” 
* 


“May you see the dark moments ahead, as great op- 
portunity for great decisions, as decisive hours when 
inner integrity and basic loyalties are sifted and tested. 
The urbane skepticism that one sometimes finds on a 
university campus is a luxury which the urgent choices 
of a testing time such as ours cannot permit. Men were 
made to be free and responsible . . . for discriminating 
living. This is not an idea our civilization takes very 


seriously.” 
* 

“The best assurances of security as well as higher 
living standards for the industrial employee and his 
whole family rest in our continued economic growth 
and rising productivity as a whole nation. We must 
not jeopardize our successful system by loading it with 
burdens which might crush it—but neither should we 
assume that any new burden would be intolerable. While 
some reasonable unemployment compensation is justi- 
fied, it is unthinkable that a man should be paid as much, 
or nearly as much, for not working as he is for work- 
ing. Such guaranties would force businessmen to go 
slow on the bold planning and the risk taking that has 
been the driving power behind our industrial progress.” 
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Why tie up your money in 


communications equipment? 


When you let the Bell System furnish your com- You don’t tie up your money in communications 
munications, you enjoy three important advantages: | equipment when you use Bell System facilities. 


P or This means you free this money to produce income. 
1. You avoid a large capital investment. 


2. You don’t have to worry about maintenance A Bell System communications engineer will be 


and obsolescence. glad to survey your communication needs. His study 
= You get the benefits of trained personnel, and recommendations are yours without cost or 
expert supervision, continuing analysis. obligation. Call your Bell Telephone representative. 





BELL TELEPHONE SYSTEM (| 


TELEPHONE TELETYPEWRITER MOBILE RADIO TELEMETERING AND REMOTE CONTROL CHANNELS 


| OCTOBER 13, 1955—PUBLIC UTILITIES FORTNIGHTLY 13 


ea 


ay 


XUM) 











Only when you have comprehensive, 
accurate, and reliable facts at hand 
can sound decisions be made. 


Reports 


Commonwealth's specialists —with 


Business Surveys years of experience in financial work, 
A raisal engineering, taxes, insurance, and the 
PP s many other phases of today’s business 


activity will analyze the many factors 
affecting the operations and future 
outlook of a given business or industry. 












As a preliminary to investment; to ob- 
tain a perspective on existing business 
or future expansion; to get all the 
facts — use a Business Analysis by 
Commonwealth as your blueprint for 
sound executive decision. 


“A man's judgment 
is no better 

than the facts 

at his command...” 


GET THE FACTS! 


We invite your inquiry. Write for our bookiet 
describing in detail the many services avail- 
able to you. 

Address: Department E 

20 Pine Street, New York 5, N.Y. 






INVESTIGATIONS 

REPORTS 

FINANCING 

ACCOUNTING 

TAXES 

INSURANCE 

PENSIONS 

DEPRECIATION 

VALUATIONS 

CONSULTING & DESIGN ENGINEERING 
RATES 

PURCHASING 

INDUSTRIAL & PUBLIC RELATIONS 
ADVERTISING 


COMMONWEALTH ASSOCIATES INC. 


20 F ne Steed, New York 5. WY. 
feckin Michigan Wishinglm. DC 
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s has got it- promotion.” 


With those words a high authority in a competing industry cites to 


WA 


his own group the prime cause for the ascendancy of our industry. 


The promotional program of the gas industry has acquired a tempo and a 
scope which can well be the envy of any industry. 

Spearheaded nationally by the American Gas Association, it is now 

actively participated in by not only appliance manufacturing, gas producing. 
and gas transmission companies, but also a host of miscellaneous suppliers. 
Here is a demonstration of complete solidarity among diversified 

groups in a common interest. On the occasion of the 37th Annual 

A.G.A. meeting we salute the gas industry together 


with its far-seeing allies. 





WASHINGTON MARKS A QUARTER-CENTURY OF NATURAL GAS 


President Herbert Hoover, who signaled the introduction 
of natural gas in the Nation's Capital. 


Chartered by Congress in 1848, the Washington Gas Light Company 
first used natural gas —for reforming and enriching — twenty-five 
years ago. Following complete conversion in 1946, this utility through 
a 10-year development program and constant local sales promotion 
is now proud to be among the leading straight natural gas companies 


of the country. 














Washington bas Light Company 
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FOR DOMESTIC AND 
INDUSTRIAL GAS 
MEASUREMENT 

AND CONTROL... 
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The services of the Sprague 
Engineering Staff are at 
your disposal at any time. 


THe $pagemerer COMPANY 


BRIDGEPORT, CONN. 


BRANCH OFFICES IN HOUSTON, TEXAS, 
DAVENPORT, IOWA, LOS ANGELES AND 
SAN FRANCISCO, CALIFORNIA 
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Brooklyn Union is enjoying a fine year! With the continued growth 
in homes, business and industries in Brooklyn and Queens . . . with 
the sales of more and more automatic gas appliances, we’ve sold 
more gas than ever before. And on February 3 we had the highest y 
‘ daily send-out (161,908 MCF) in our over 105 years of history. \ 









\ ing the winter months are being balanced by the summer sale of 
. firm gas for off-peak uses, by an attractive storage program, and by 


a 
the sale of interruptible gas. 
. . . , 
And our heating rates were reduced again, making gas cheaper than < 
\ 
y 







New markets are being developed too. The heavy sales of gas dur- } 






any other fuel! So the big swing is to gas as thousands more people 






are installing clean, economical gas heat. 






Yes, Brooklyn Union—proud to be a part of such a growing and 





thriving community—is having a good year. And our goal, as always, 


is to provide the best possible gas service at the lowest possible cost oo" 
- to millions of people in Brooklyn and Queens. 
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the gas industry 

























































































In addition to supplying an all-time peak demand—in the 
home and factory—America’s gas companies are planning for 
the even greater capacity that will be needed tomorrow. 

In this planning, many gas companies have found that Ebasco 
can be of help. Ebasco’s specialized services to the gas 
industry encompass every aspect of operation—from studies 
of present and potential markets, production planning, long 
range system planning, financing, rates, sales—right up 
through the design and construction of new facilities. 


In its half-century of service to the gas industry, Ebasco 

has worked for clients on every phase of operations. For 

more information about our services, ask for ‘“The Inside Story 
of Outside Help.”’ Write: Ebasco Services, Incorporated, 
Dept. W, Two Rector Street, New York 6, N. Y. 
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ACTUALS FROM 
POTENTIALS... 


For many years, the energy-hungry cities and industries of the 
nation eyed the “potential” gas supplies of the mid-continent and 
Gulf Coast regions. But homes were heated, meals were cooked, 
and work was done with other and less satisfactory fuels. 


At the same time, producers in the field looked anxiously toward 
the “potential” gas consumers in distant cities. Natural gas re- 
serves were too great for field and local uses. Most reserves 
were idle—surplus—with little value. 


Thus, millions of people wanted gas but could not buy it; thousands 
of people had gas to sell but could not move it to market. 


The development of large-diameter, high-pressure pipelines filled 
the gap. The construction of these lines has made it possible for 
consumers to bid for supplies as needed and for producers to sell 
gas as new reserves are discovered. Pipelines have brought bet- 
ter living to consumers and greater opportunities to producers. 


Pipelines have turned “potentials” into “actuals.” 





EL PASO NATURAL GASj\J||COMPANY 
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General 





MOUNT IN ANY POSITION, bushings up 
or down, on the pole or on the crossarm, 
terminals are readily accessible. 


SEPARATE GROUND STUD, available on 
both the 3- and 5-kvar units, is easily 
reached, simplifies grounding connections. 


Electric 9-kvar, 
240-volt residential secondary capacitor 


New unit provides more kvar at lower cost 


to meet increasing demands of low power-factor residential loads 


Lower cost, improved voltage, reduced losses, and 
‘released capacity, can now be obtained with the new, 
G-E 5-kvar residential secondary capacitor. One 5- 
kvar unit can be substituted for two 3-kvar units in 
most cases, thus lowering the total installed cost 
per kvar. 

The new 5-kvar unit can be mounted on the pole, 
on the crossarm or on brackets, with bushings up or 
idown. A separate ground stud, on both the three and 
five kvar units simplifies grounding connections. 


Progress /s Our Most /mportant Product 


GENERAL @@ ELECTRIC 





The new 5-kvar unit employs all-temperature 
Pyranol* dielectric. Synthetic rubber bird caps are 
supplied on the bushings. In addition, an insulated 
lead and a properly rated fuse-lead are shipped with 
each capacitor. 

For more information on the new G-E 5-kvar resi- 
dential secondary capacitor, contact your G-E Ap- 
paratus Sales Representative or write for Bulletin 
GEA-6186 to Section 441-11, General Electric Co., 
Schenectady 5, N. Y. 


*Reg. trade-mark of General Electric Company. 





















Buy a Dodge Truck and pocket 
the difference ° “asss gxsen., 


Save first, and always, with a Dodge truck! New 
low prices bring famous Dodge dependability 
within the reach of every truck owner. What’s 
more, Dodge work-proved long life and low 
operating costs mean extra savings over the 
years. 


As for performance, Dodge offers you the great- 
est power line-up of any trucks on the road! 
Smooth-running Dodge Sixes are famous the 
world over for economy. New Dodge Power- 
Dome V-8’s, with 169 to 202 hp., are the most 
advanced, most powerful engines in any leading 
trucks. 

But see for yourself. Your dealer has a Dodge 


truck which will save you money and speed your 
work. See him today. 





Models Dodge saves you 


Y’A-TON PICK-UP 

Y’-TON PANEL 

%-TON EXPRESS 

%-TON STAKE $39 to 
1-TON EXPRESS $63 to 
1-TON STAKE $97 to 


The Cana 


*Tradema 


Job-Rated 


TRUCKS 


WITH THE FORWARD LOOK >> 
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FACTORS TO BE CONSIDERED IN SELECTION OF 
HIGH TEMPERATURE STEAM POWER PIPING 


MELTING AND CASTING 
HOT WORKING 


STEEL MANUFACTURE AND er NM. W. KELLOGG’S 


RAW MATERIALS 
PROCESSING FACTORS INSPEu*.0’.s 
- tt CA", EXPERIENCE WITH 
S’ ECIFIC COMPOSITION 






METALLURGICAL 






HOT BENDING, FORGING 
HEAT TREATMENT 
WELDING LABORATORY 
FABRICATION FACTORS POST HEAT TREATMENT 
EOE ID IDI 
INSPECTIONS 


ACTUAL EXPERIENCE WITH KEEPS PACE 


SPECIFIC COMPOSITION 








HIGH TEMPERATURE 
LOAD CARRYING CAPACITY 
SERVICE Sac f“sRS (x 1000) 


STABILITY WITH TIME 
GENERAL 



























' As shown above, there are many factors—all increasingly important 
to steam-electric power plants—in selecting materials for tomor- 
row’s main and reheat steam piping needs. Prepared by M. W. 
Kellogg’s metallurgical laboratory, and reproduced here only in 
part, this chart indicates the extent to which Kellogg’s metallur- 
gical laboratory supports Kellogg’s fabricating facilities in meeting 
the challenge of higher temperatures and pressures. 

One recent Kellogg assignment, by a leading public utility, is the 
problem of selecting a super alloy for main steam piping to operate 
at 5500 psi and 1200 deg. F. A testimonial to the leadership and 
experience of the M. W. Kellogg metallurgical laboratory, this prob- 
lem will include selection of special welding materials, welding 
techniques, and heat treating procedures. 

Working closely with power companies at every stage of such 
problems is the prime function of Kellogg’s metallurgical laboratory, 

_ and is carried through to periodic inspection of the piping in service. a: 

We welcome the opportunity to acquaint you with these facilities. The soundness of Kellogg’s metallurgical studies prior to 

FABRICATED PRODUCTS DIVISION fabrication is evident from the condition of the welds on 
this stainless steel power piping when inspected recently. 

THE M. W. KELLOGG COMPANY, 225 BROADWAY, NEW YORK 7, N. Y. In service for 18 months at 2350 psi and 1100 deg. F., over 

The Canadian Kellogg Company, Ltd.. Toronto e« Kellogg International Corporation, London 70 butt welds made with Kellogg’s K-Weld* process were 


ee ee found to be in perfect condition. (Photo at power station, 
*Trademark of The M. W. Kellogg Company Kearny, N. J., courtesy Public Service Electric & Gas Co.) 






Peaenieteeed 





KELLOGG |——-. 2a. 
; | 


POWER PIPING-THE VITAL LINK 
i 
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FOR CLEANER 
COOKING 





a EASIER f 
‘io REFRIGERATION / 


Columbia Gas _ystem 


delivers a modern miracle - 
24 Hours-A-Day! - 


/ FOR CHEAPER 
DRYING 





: FOR INSTANT 
HOT WATER 


ARETE 
& Sante ‘ 
. 





© The Columbia Gas System 


CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Com- 
pany, Virginia Gas Distribution Corporation, Big Marsh Oil Company, Central Kentucky Natural Gas Company; 
COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat 
Company, Binghamton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, The Key- 
stone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 
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Good Living and Business 
Go Hand-in-hand in 
GREATER MINNEAPOLIS! 


Gas helps industry and home enjoy a comfortable 
sense of stability all year round. Consequently, a longer 
look forward, and a moving progressive attitude, 
are a regular part of the lives of business and the people 
in Greater Minneapolis. A prominent factor in good 
business and good living here is the supply of natural 
Gas for use in industry and home. Because Gas is economical 
and available, over 10,000 commercial and 
industrial firms consumed over 25 
billion cubic feet of Gas last year. 
Whatever the need, for industry or 
home, Gas is ready to serve you 


in Greater Minneapolis. 


MINNEAPOLIS 


For more information, write to 


Bert H. Roberts, Industrial Manager 
MINNEAPOLIS GAS COMPANY 

8th and Marquette 
Minneapolis 2, Minnesota 
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YOUR 
Special Advantage 
for OCTOBER 





PRE 


SYSTEM POWER welds steel and crushes 
granite. Your machines can do hard jobs 
when backed by the tremendous power of 


+. this is the SPECIAL ADVANTAGE STICKER CONSUMERS POWER COMPANY 


which d of comp are using this month 
on the front cover of Electrified Industry. —> 





Pass to 








THE SPECIAL ADVANTAGES of electric 
service include: . . Convenience . . . Flexibil- 
ity . . Instant Starts ... Economy... Reli- 
ability . . Cleanliness . . . Good Regulation 
. . . Ability to take Overloads .. . and the 
Cooperation and Advice on Electrical Prob- 


lems which most power companies offer. 


Customers are reminded of you and of the 
SPECIAL ADVANTAGES of being on your 
lines. In addition your stickers help them 
route your messages to additional readers. 


Some companies make up stickers which 
carry their own slogan ( a good idea). Others 
have Reddy Kilowatt remind the readers that 
electric power is their willing servant. 





Power salesmen make friends for your 
companies and add to your “net divisable.”’ 
Years ago they decided that they needed help 
to overcome the effects of the competitive 
power, diesel-and-steam, agin-the-utilities 
magazines that they saw on their customers 
desks. They helped create the picture maga- 
zine which tells the true story that electricity, 


properly used, is worth many times its cost. 


They use this magazine to make 21¢ calls 
for them in between the $5 and $10 calls they 
make in person. 


By using Electrified Industry they are able 
to maintain better-than-ever customer contact 
and increase the net revenue of the utilities. 


ELECTRIFIED INDUSTRY ~~ Todays Klsinest 


Martin Publications = 20 No. Wacker Dr., Chicago 6 
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is the best insurance there is for utility prosperity. 





Just 10 years ago, Indiana Gas & Water Co., Inc., 
was organized on this operating principle: good service 


We feel this principle is sound . . . at least in our case. 
In this decade, our operating revenues have increased 
269%. Dividends to stockholders are up 84%. Our 
customers have increased 58%. 








At the close of our 10th year, Indiana Gas & Water 
Co., Inc., is serving approximately 96,000 natural gas 
customers in 59 Indiana communities, each with an 
economy based on an agricultural-industry diversity. 


We are proud to have played a part in the growth 

of the GAS industry and sincerely wish a most successful 
37th Annual Convention of the American Gas 
Association. 3 


WE KEEP TELLING OUR CUSTOMERS... 


bs Bete. ts AS 


INDIANA GAS & WATER COMPANY, 





to save money in the billing department... 


outdoor meter r 











TELEMETER 
TYPE 8 


ety Only two units 


<POeaNog <rOERANo, wHORlog The Sangamo Gas Telemeter consists of two units... the Telemeter 
4° ’ i index and the Telemeter transmitter. They. are connected by a 
copper tube which transmits pneumatic pressure from the transmitter 

& to the Telemeter index. ai 


SANGAMO ELECTRIC CO 
SPRINGFIELD. LL.USA 


Smear ne 29.000 0 


The Telemeter Transmitter... fits in- 
side the tin-type gas meter. The dis- 
The Telemeter Index... fixed on the = ere he gus mater ane me 
; sone ‘ : Telemeter index can vary from an im- 
outside of the building. Sealing rings di | A 
are made of stainless steel to prevent pe ted ens ee ae ee 
; ; maximum distance of 125 feet. 
rust stains on the customer's premises. 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 


‘in Canada: Sangamo Company Limited, Leaside, Ontario 





reading is the answer! 


SACRE NE a RE ANT AIO A RUE 





No estimated bills...no special trips for “skips” 


with the Sangamo Gas Telemeter 


“Can’t get in,” writes the meterman after a 
customer’s name. 

Later of course, the meterman will have to get 
the actual reading. While the cost of re-reading 
habitual “skips” varies from place to place, the 
average is 75 cents per meter read. This figure 
represents only the actual cost of reading—it does 
not include the accounting cost of estimated bills 
and, in a sense, hand billing. 

If your meterman could get his meter reading 
outside the customer’s premises—it wouldn’t make 
any difference if anyone were home or not. The 
reading would always be available to him. No 
longer would the billing department be faced with 
the extra expense and trouble of an estimated bill. 
No longer would it be necessary for the meterman 
to make costly special trips. 


The Sangamo Gas Telemeter brings gas meter 


reading outside. It is an uncomplicated practical 
instrument consisting of a transmitter—and a 
Telemeter index which mounts on the outside wall 
of the customer’s dwelling. Pneumatic pressure 
carried by a copper tube connecting the two units 
causes the exact reading of the regular inside 
meter to be registered on the outside Telemeter 
index. 

Your meterman has time to read more meters 
in a working day. He is not subject to head- 
bumping. shin-scraping accidents frequently en- 
countered in cluttered basements. Think of the 
savings in meter reading man-hours and time away 
from the job because of injuries. 

We’re sure you'll want to know more about the 
Sangamo Gas Telemeter than we can possibly tell 
you in this advertisement. That’s why we’ve had 
a special Telemeter bulletin prepared (Bulletin 


802). We urge you to write today for your copy. 











Simple installation 
requires only 
three steps... 


Installation of the Sangamo Gas Telemeter is 
simple, requiring only three steps. First the 




















transmitter element is mounted in the upper peer 


gallery chamber of the inside gas meter. Then 





the Telemeter index is attached to the outside 
of the customer's building. Connecting the 





copper tubing between the units completes the 
installation. Since the Sangamo Gas Telemeter 
has been built to meet the specifications of all 
gas meter manufacturers, the transmitter ele- 
ment may be mounted in new tin-type gas 
meters at the factory. 
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TEST UNIT establishes a basis for designing 
3600-rpm units that can be rated 300 mw and 
higher. On initial test setup, the fully super- 
charged generator was given heat runs at vari- 
ous hydrogen pressures. Tests. showed the out- 
put is more than doubled as a result of fully 
supercharged cooling. 








Designers’ model approximates appear- 


ance of fully supercharged generator 
on 150.000-kw steam turbine unit. A i a 7 4 


t 









charged cooling 


CONVENTIONAL 
COOLING 





















Allis-Chalmers reports 
on tests of a 
generator with supercharged 
cooling of both 
rotor and stator 







SUPERCHARGED 






OUTLINES SHOW ADVANTAGES in com- 
parable length .. . first with rotor supercharg- 
ing .. . and now with full supercharging to 
reduce size even further. 







— XPERIENCE shows that supercharged cooling pays off. The 
E Allis-Chalmers pioneered development, applied to rotors 
only, already delivers important savings to utilities. Five 
steam turbine-generator installations now have a combined 
total of eight years’ operating experience. Plants can be 
smaller, less costly to build. Switchgear costs are lower. 
Shipping and installation are simplified. Important operat- 
ing advantages have been proved. 


A fully supercharged generator test unit — with super- 
charged cooling applied to both rotor and stator — has now 
been built. It has mechanical, magnetic and cooling features 
which permit maximum utilization of Allis-Chalmers super- 
charged cooling design. This design provides conductor cool- 
ing with high velocity gas flowing over ample exposed area. 





Performance surpassed expectations 


Test efficiencies exceeded predictions and temperatures were 
favorable. Electrical characteristics were exceptionally favor- 
able. Mechanical features, including thrust-type hydrogen 
seals, proved unusually effective. 


Overall tests show that fully supercharged cooling — of 
both rotor and stator — will provide steam turbine genera- 
tors with advantages in size and performance far superior to 
previously built designs. 


Complete information on these tests is available in “Fully 
Supercharged Generator — Performance Exceeds Expecta- 
tions.” Get a copy from your nearby Allis-Chalmers office 
or write Allis-Chalmers, Power Equipment Division, Mil- 


waukee 1, Wisconsin. A-4661 
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“Iron Clad’ 
Wood Preservation 





It has been estimated that the modern wood preserving 
industry, based primarily on the creosote treatment of wood, 
has saved the nation the equivalent of 500 million acres of 
forest lands in the past fifty years. And the outlook is even 
better for the future. Improvements and refinements in the 
basic creosoting process have rendered creosote treatment 
more effective than ever. 

What part has the American Creosoting Company played ‘ 
in this picture? Amcreco was founded over fifty years ago : 
by C. B. Lowry who also invented the first practical com- 
mercial method of creosote treatment. And since the day 
it was founded, the American Creosoting Company has been 
concerned with improving the quality of creosote treatment 
and building an organization that could offer the best of 
service to the public. 


Today we have 23 treatment plants and 12 sales offices 

conveniently located for prompt domestic or export ship- CA 
ment. The next time you are in need of treated poles, cross 
arms, conduit and other construction timbers, we would ap- 
preciate the opportunity to quote on your needs. 






AMCRECO Ss 
gy LOWRY PROCESS .) 
= CREOSOTED wo? 


Bo Since 1904 x 
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AMERICAN CREOSOTING COMPANY 
¢ —— 


Georgia Forest Products Company 
Gulf States Creosoting Company 
Georgia Creosoting Company 
Kettle River Company 


Shreveport Creosoting Company 
Colonial Creosoting Company 
Federal Creosoting Company 
Indiana Creosoting Company 


LOUISVILLE 2, KENTUCKY 
12 FIELD SALES OFFICES TO SERVE YOU 
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Courtesy, United Gas Corporation 
Offshore Geophysical Exploration 
A highly dramatic moment occurs when the seismic crew detonates an 
underwater dynamite charge, sending geyser-lke plumes of 
water spray high into the air and generating shock waves 
that bounce back from deep in the earth to reveal 
possible otl- and gas-bearing structures 
beneath the sea. 
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Thursday—13 


Oklahoma Utilities Asso- 

ciation, Eastern Electric 

Light and Power Division, 

begins meeting, Okmulgee, 
Okla 


Friday—14 


National Society of Profes- 
Engineers begins 


Memphis, 


stonal 
fall meeting, 
Tenn 


Saturday—15 


National 

Corrosion Engineers will 

hold northeast 

fall meeting, Niagara Falls, 

N. Y. Nov. 1-3. Advance 
notice. 


Association of 


regional 


Sunday—16 


American Water Works 
Association, Southwest 


Section, begins annual 


meeting, San Antonio, Tex 





Monday—17 


American Gas Association 
and Pacific Coast Gas 
Association begin joint 
annual convention, Los 
Angeles, Cal. 


Tuesday—18 


National Safety Congress 

and Exposition of National 

Safety Council begin, Chi- 
cago, Til 


Wednesday—19 


American |WVater Works 

Association, Lowa Section, 

begins annual meeting, Des 
Moines, Towa. 


Thursday—20 


Virginia-lVest Virginia In 

dependent Telephone Asso 

clations begin joint conven- 
tion, Roanoke, Va. 








Friday—21 


American Dietetic Associ- 
ation ends 4-day meeting, 
St. Louts, Mo. 


Saturday—22 


American Society of Me- 
chanical Engineers will 
hold diamond jubilee con- 
gVvess, Chicago, Til. Nov. 


13-18. Advancenotice. 


Sunday—23 


American Petroleum Insti- 

tute will hold meeting, San 

Francisco, Cal, Nov. 14-17. 
Advance notice. 


Cy 


Monday—24 


National Association of 
Railroad and Utilities Com- 
missioners begins annual 
convention, Asheville, N.C. 











Tuesday—25 


New England Gas Assoct- 

ation, Operating Division, 

begins meeting, Hartford, 
Conn. 





Wednesday—26 


National Industrial Confer- 
ence Board begins spectal 


atomic energy conference, 


New York, N. Y 





Thursday—27 


Pennsylvania Electric 
Association, Electrical 
Equipment Committee, be- 
gins fall meeting, New 


York, N. Y. 





Friday—28 


Natural Gasoline  Asso- 

ciation of America begins 

southern regional meeting, 
Shreveport, La. 
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Optimism Is the Gas Industry’s 
Keynote 


The gas industry is quite optimistic about its ability to 
serve most efficiently the growing number of customers. 
More than that, the industry is preparing an aggressive 
program of promotion for new business and expansion 
of old business in various appliances and service fields. 


By F. M. BANKS* 
PRESIDENT, AMERICAN GAS ASSOCIATION 


HE gas industry faces a most opti- 

mistic future, both from the long- 

range viewpoint and in the light of 
its immediate prospects. 

I believe that most of the news and 
statistical information included in the 
many fine articles in this convention issue 
of the ForTNIGHTLY will bear me out in 
my firm conviction that, to borrow an old 





*Also president of the Southern California Gas 
Company. For additional personal note, see “Pages 
with the Editors.” 


political slogan, ““We never had it so 
good.” And lest I be held guilty of wear- 
ing too-thick lenses in my rose-colored 
glasses, I would like to quote a few sta- 
tistics to support my own optimism, both 
as a president of a fair-sized gas utility 
company and as the president of the Amer- 
ican Gas Association. 

During 1955 the gas industry has made 
many significant advances. On the basis 
of reports for the first six months, the 
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current year should see the industry again 
achieving new records in sales, revenues, 
and numbers of customers served. Total 
sales of gas are running about 8.4 per cent 
ahead of a year ago and may reach a rec- 
ord 66 billion therms for this year. 

The gas industry continues to add more 
than 800,000 new customers each year 
to its utility lines and the total being served 
by the gas utilities at the end of 1955 
should be near the 29,000,000 mark. Total 
revenues of the gas industry for the cur- 
rent year will fall only a little short of 
$3.5 billion, or about 12.5 per cent ahead 
of 1954 revenues. 


A SUBSTANTIAL portion of these in- 
creases for 1955 is being achieved in 
the residential gas sales field, reflecting 
satisfactory gains in practically all of the 
seven domestic gas services. Measured by 
advances made in sales of gas appliances, 
the progress the gas utility industry is 
making to maintain and increase its posi- 
tion of leadership in the domestic field be- 
comes more apparent. 

For example, in the first six months of 
1955, the sale of domestic gas ranges to- 
taled about 1,096,000 units, up nearly 11 
per cent over the comparable period of 
1954. Some of the heaviest promotional 
effort on gas ranges, including special 
campaigns such as the Old Stove Roundup 
and similar events, usually comes in the 
fall. With anything like the rate of gain 
in the first half-year in effect, unit sales 
of gas ranges for 1955 should approach 
the 2,250,000 mark. Last year’s sales of 
gas ranges were estimated at about 2,- 
023,000 units. 

Sales of automatic gas water heaters 
in the first six months also show an im- 
pressive gain, totaling 1,394,000 units, 
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about 23.3 per cent ahead of comparable 
1954 sales. On this basis for the full year 
sales of automatic gas water heaters should 
be very well above the 2,500,000 unit 
mark, as compared with 2,281,000 units 
sold in 1954. 


Oe. house heating is another field of 
domestic service in which our indus- 
try continues to make substantial ad- 
vances. Surveys of the gas utility compa- 
nies made by AGA indicate that approxi- 
mately 1,200,000 new gas house-heating 
customers will be added to utility mains in 
each of the next two heating seasons. A 
total of 353,200 warm air furnaces were 
sold in the first six months of this year, an 
increase of 40.3 per cent over a year ago. 
An additional 30,400 gas-fired boilers 
were sold, marking a gain of about 7.5 
per cent in this field. With other types of 
space-heating equipment for central heat- 
ing being added, it seems reasonable to 
expect that at least a million central heat- 
ing units will be sold for gas heating this 
year. 

Sales of automatic gas clothes dryers 
totaled 135,800 units in the first six 
months of 1955, a gain of 65 per cent over 
1954. Specific figures of the other major 
domestic gas uses are not yet available, 
but there is good reason to believe that gas 
incinerators and gas refrigerators have 
shared in the increases made by the other 
gas-fired appliances. 

Gas air conditioning, the seventh do- 
mestic gas service, has benefited greatly 
through intensified research and sales ef- 
forts on the part of AGA, the gas utilities, 
and by the manufacturers of gas air- 
conditioning equipment. Recognizing the 
importance of this profitable, off-peak 
load, AGA has sponsored active research 
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The Growth of Gas Customers 


c¢ HE gas industry continues to add more than 800,000 new customers 
each year to its utility lines and the total being served by the gas 
utilities at the end of 1955 should be near the 29,000,000 mark. Total reve- 
nues of the gas industry for the current year will fall only a little short of 
$3.5 billion, or about 12.5 per cent ahead of 1954 revenues.” 





work directed at the development of new 
approaches and toward improving present 
types of gas air conditioning. 

Gains in utilization of gas are not con- 
fined to the residential field. Some impor- 
tant increases are being registered in sales 
and customers in the industrial and com- 
mercial sales branches. Promotional ac- 
tivities in this field, particularly in the area 
of commercial gas sales, have brought 
most satisfactory results. 

There are many other tangible facts to 
support the present optimism of the gas 
industry and to encourage a continued be- 
lief in a favorable outlook. 


Pye expenditures of the gas 

utility and pipeline industry in 1954 
totaled $1,055,000,000 and estimates indi- 
cate the industry will spend approximately 
$1,385,000,000 for new construction and 
expansion of present facilities during 





1955. For the four years from 1955 
through 1958, it is estimated that a total 
of $4,315,000,000 will be spent on con- 
struction. The 1951-54 period, in which 
the gas industry spent about $4,933,000,- 
000, was the record to date. Since con- 
struction estimates given by utility and 
pipeline companies are on the conserva- 
tive side, new construction in the next four 
years may not lag too far behind the pres- 
ent record of nearly $5 billion. 

New miles of main added to the na- 
tion’s network of pipelines and utility dis- 
tribution systems reached a new peak of 
24,110 miles in 1954. Of this amount, 
2,320 miles represented field and gather- 
ing lines, and 8,650 miles were for in- 
creased transmission facilities. About 13,- 
140 miles of new distribution mains were 
laid last year. At the year end the gas 
industry’s pipeline network totaled about 
470,000 miles. 


OCTOBER 13, 1955 








PUBLIC UTILITIES FORTNIGHTLY 


With the ever-increasing number of gas 
customers, and with such important trans- 
mission lines as the Pacific Northwest and 
the American Louisiana getting well under 
way this year, it would seem probable that 
the 1955 pipeline gain should equal that 
of 1954. 

The increase in estimated construction 
expenditures would seem to bear out this 
forecast, since about $1,284,000,000 of 
the proposed 1955 construction expendi- 
tures will be allocated to natural gas 
facilities. 


HE industry is most optimistic about 

its ability to continue to serve most 
efficiently its growing number of cus- 
tomers. The American Gas Association’s 
committee on natural gas reserves esti- 
mated that on December 31, 1954, the 
total proved recoverable reserves of nat- 
ural gas in the United States amounted 
to 211.7 trillion cubic feet. A gain of about 
263.6 billion cubic feet over the previous 
year and this gain was made in the face 
of a record production of 9.4 trillion cubic 
feet of natural gas during 1954. 

As readers of Pusiic Utiities Forr- 
NIGHTLY know, these estimates include 
only those reserves in proven fields known 
to be economically recoverable under pres- 
ent production practices. Reliable esti- 
mates by experts in the petroleum field 
place future supplies of natural gas in the 
United States substantially in excess of 
500 trillion cubic feet. 

The increased utilization of depleted oil 
and gas wells and the pioneering use of 
other geological formations for the un- 
derground storage of gas are adding tre- 
mendously to the efficiency of gas services. 
At the end of 1954 there were 172 un- 
derground storage pools, comprised of 
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about 6,395 wells, with a total estimated 
capacity of 1,859 billion cubic feet of gas 
in operation in the United States. At the 
maximum period during the year more 
than one trillion cubic feet of gas were in 
storage. 


|. oernmag fundamental source for opti- 
mism for the future outlook of the 
gas industry has been the continuing sup- 
port for more than a decade of the gas 
utilities and pipelines in the industry’s co- 
ordinated Promotion, Advertising, and 
Research (PAR) Program. 

It now seems evident that the industry 
will achieve its goal for 1955, which was 
set at $2,300,000 for these activities to be 
subscribed by the gas utilities, with an 
additional $300,000 for pipeline research. 
In addition, the member companies were 
given the opportunity of subscribing addi- 
tional funds to finance a public informa- 
tion program on behalf of the entire 
industry. 

Approximately $1,232,000 will be spent 
this year by AGA from the PAR funds 
for promotional and advertising activities. 
These funds have been greatly augmented 
by expenditures of individual companies 
and by appliance manufacturers. It is esti- 
mated that AGA’s co-operative work with 
appliance manufacturers has resulted in 
about $1,000,000 of additional national 
advertising on the part of appliance and 
equipment manufacturers. 

Over $1,000,000 has been devoted to 
utility research, with more than 50 sepa- 
rate research projects covering a wide 
range of fields varying from the produc- 
tion of substitute gases to the develop- 
ment of new appliance principles. Out of 
these research projects have come ad- 
vances such as the nickel burner, the hypo- 
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dermic pilot, the muffle oven, and other 
gas range improvements. Other gas ap- 
pliances are being researched seeking simi- 
lar developments to improve our domes- 
tic gas services. As I mentioned earlier, 
some $200,000 is being devoted to air- 
conditioning research, with manufactur- 
ers spending additional hundreds of thou- 
sands of dollars of their own money on 
such research. 

Again the industry has signified its faith 
in the importance and necessity of pro- 
motion, advertising, and research and has 
set a goal of $2,500,000 for its PAR 
budget for 1956. 


— steps have been taken in the 
field of public relations in this past 
year. The AGA Public Information Bu- 
reau has launched an effective program 
which interprets the gas industry’s opera- 
tions in terms of service by the local com- 
pany to its local community. Workshops 
and conferences have been held in several 
regions in conjunction with other seg- 
ments of the industry and with the re- 
gional associations where regional as well 
as national problems were discussed. 
How to do it manuals, community and 
company relations material, and institu- 
tional advertisements have been prepared 
for company use. Safety kits and speak- 
ers’ kits are in preparation. Plans for 1956 
include additional co-ordinated programs 
with the Independent Natural Gas Asso- 
ciation of America, the Gas Appliance 
Manufacturers Association, and the L. P. 
Gas Council, as well as with the regional 
gas associations, in a concerted effort to 
keep the story of gas before the public. 
The industry has made great advances 
in the field .of safety, both as concerns 


safety in the home and public safety. 
Through the continuous efforts of the 
American Gas Association’s laboratories 
in Cleveland and Los Angeles, in its test- 
ing programs for gas appliances, and the 
recent adoption by the American Stand- 
ards Association of a new Code Z 21.30 
covering installation of gas piping and 
gas apppliances, gas customers have added 
assurance of home safety. According to 
the last available figures, during the dec- 
ade from 1944-53, accidental poisonings 
by utility gas in the home have been re- 
duced by more than one-half and the 
downward rate is continuing. This is all 
the more remarkable because the number 
of gas customers has increased nearly 35 
per cent in that period. 

Earlier this year, the American Stand- 
ards Association also approved a revised 
§ 8 on Gas Transmission and Distribu- 
tion Piping, ASA B 31.1, which estab- 
lishes safe standards in the design, fabri- 
cation, and installation of gas distribu- 
tion and gas transmission systems. The 
revised code covers, in adequate manner, 
safety aspects of inspection, operation, 
and maintenance of pipelines, for the bene- 
fit of the public as well as the safety of 
emplovees. 


I KNOW other contributors will ade- 

quately cover other phases of the gas 
industry in this issue. At the annual con- 
vention in Los Angeles and at the finan- 
cial forum which preceded it, many prob- 
lems facing the industry have been dis- 
cussed. I have presented some of the rea- 
sons why I know these problems can be 
solved and why I believe so sincerely in 
the optimistic future ahead for the gas 
industry. 
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Federal Regulation of Independent 
Natural Gas Producers Is Essential 


The author was among the first to speak out in opposition to the 
proposed legislation by his congressional colleagues from the south- 
western states to exempt independent gas producers from the gen- 
eral jurisdiction of the FPC. Senator Douglas has since become 
the focal point of the so-called “consumers’ bloc” and the exposition 
of his viewpoint in this article is worthy of careful consideration 
by gas utilities, as well as producers and carriers. 


By tHE HonoraBLE PAUL H. DOUGLAS* 


HE United States Senate will have 

before it in January the Fulbright 

Bill to exempt sales of natural gas 
for resale in interstate commerce by the 
so-called independent nontransporting 
producers from regulation by the Federal 
Power Commission. The bill would also 
provide large windfall profits to interstate 
pipeline companies owning natural gas re- 
serves. I have opposed similar legislation 
in the past. And I am opposed to this bill 
and its counterpart, the Harris Bill, which 
passed the House of Representatives by 
a very narrow margin at the end of the 
first session of the 84th Congress. 





*For additional personal note, see “Pages with 
the Editors.” 
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: 


| eerepenenien the legislative efforts to 

win exemption for these producers’ 
sales and to provide bonanzas for pipeline 
companies began with the Moore-Rizley 
Bill in 1947-48. This bill was too extreme 
even for the Republican 80th Congress. It 
was shelved. An exemption measure (the 
Kerr Bill) was unfortunately passed in 
1950, but President Truman courageously 
vetoed it. 

A majority of the Federal Power Com- 
mission in 1951 held in the Phillips Petro- 
leum Company Case that the commission 
did not possess jurisdiction over sales of 
natural gas in interstate commerce which 
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were related to the activities of produc- 
tion and gathering. 

The Supreme Court in 1954 reversed 
this self-denial of jurisdiction. The court 
held that the Natural Gas Act gave the 
commission power to regulate the inter- 
state sales of producers and indicated that 
it should get on with the job of protect- 
ing the consuming public against exploita- 
tion at the hands of natural gas com- 
panies. Now the oil and gas producers 
are back again seeking “clarification” of 
the Natural Gas Act or—more precisely— 
“exemption” therefrom. 

At the present time, then, the Federal 
Power Commission has the legal power 
to regulate the rates charged for natural 
gas sold in interstate commerce for resale 
at all points in its interstate journey, com- 
mencing at the wellhead. The various state 
regulatory commissions have the author- 
ity to regulate the sales to ultimate con- 
sumers. The regulatory scheme is com- 
plete, and no regulatory gap exists. 

The effect of the Fulbright Bill would 
be to reopen the gap and permit producers 
to charge all that the traffic will bear for 
this much-sought-after fuel. Whatever is 
charged would be passed along by the pipe- 
line companies and the distributing utili- 
ties, and included as a legitimate cost in 
determining the final price to consumers. 


I OPPOSE this legislation because it would 

exempt from federal regulation a vital 
segment of an industry engaged in inter- 
state commerce which is affected with a 
public interest just as much as electricity, 
water, public transportation, or the tele- 
phone industry. This fact was established 
legally by Congress in 1938. The decisions 
of the Supreme Court have confirmed it. 

Basically, however, it was neither Con- 
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gress nor the Supreme Court which made 
the industry one affected with a public 
interest and therefore subject to reason- 
able regulation. This is due instead to the 
fundamental nature of the industry itself. 
An examination of the industry structure 
and its business methods and operations 
led me, and many of my colleagues, to the 
view that continued regulation by the 
Federal Power Commission of the type of 
sales covered by the Phillips decision is 
clearly in the public interest. 

Natural gas is a necessity in the daily 
lives of millions of Americans just the 
same as electricity, telephones, and water. 
These services are furnished by utilities. 
If a householder needs such services, there 
is only one place where they may be ob- 
tained on a practical or economical basis, 
and that is from the local utilities. In the 
economic sense, these householders are 
captive customers of the utilities. 


i is true that there are alternatives. 

Candles and oil lamps may be used for 
light in place of electricity. Water may be 
bought in bottles, or one can dig one’s own 
private well. However, the investment 
made by the American consumer in appli- 
ances negatives the opportunity afforded 
by such alternatives. Once the consumer 
has purchased a gas furnace, gas range, 
gas water heater, gas refrigerator, or gas 
clothes dryer, or other gas-burning appli- 
ance, he has no real alternative to gas as 
fuel. 

Americans have now invested upwards 
of $10 billion in gas furnaces and appli- 
ances which cannot be economically or 
physically “converted” to electricity, coal, 
oil, or wood. Even if the conversion were 
practical, few consumers would shift be- 
cause gas is cleaner, more convenient, and 
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its utilization requires little physical labor. 
But the conversion is impractical: The 
costs would be prohibitive for the con- 
sumer to “junk” his existing gas-burning 
equipment and replace it by electric appli- 
ances or by coal- or oil-burning furnaces. 

The argument that the residential con- 
sumer has an effective alternative to the 
continued use of natural gas and can 
switch to another fuel if he objects to high 
gas rates is pure sophistry. 


II. 


 Sapenionieneemy increase in the prices 
of natural gas in the producing 
fields has taken place since the close of 
World War II, and, more particularly, 
in the last two or three years. This rising 
cost of gas in the field has had a pro- 
nounced effect upon the rates of the inter- 
state pipeline companies and has likewise 
been reflected in the natural gas retail 
rates in many sections of the country. 
These increases have been so drastic that 
many distributing utilities actively partici- 
pated in the hearings on the Fulbright Bill 
in the Senate and the Harris Bill in the 
House, strongly opposing this give-away 
legislation. Likewise, state regulatory 
commissions and state and municipal offi- 
opposition to these 


cials joined in 


measures. 


2 


The magnitude of the increases in the 
field cost of gas is demonstrated by the 
experience of seventeen major pipeline 
companies, which in 1953 acquired 96 
per cent of the total volume of gas pur- 
chased from independent producers by 
companies reporting to the Federal Power 
Commission. In 1946 the weighted aver- 
age price paid by these companies was 
4.4 cents per Mcf. In 1953 the average 
cost had risen to 8.857 cents per Mcf. 
Based on filings for rate increases in the 
vear 1954, the weighted average price had 
reached 9.723 cents per Mcf, an increase 
of 120 per cent above the 1946 level. 
Almost two-thirds of this increase has 
occurred since 1951. The increased cost 
of natural gas in the field to the seventeen 
major pipeline companies when placed 
upon an annual basis amounts to 
$196,000,000. This is no small sum, even 
in our billion dollar economy. 

In turn, these increases in the field cost 
of gas have meant higher resale rates. Be- 
tween July 1, 1949, and March 1, 1955, 
natural gas pipeline companies filed 163 
requests with the Federal Power Commis- 
sion for increases in their resale rates 
aggregating more than $505,000,000 on 
an annual basis. Of this amount, $157,- 
000,000 was disallowed or withdrawn; 
$199,000,000 was placed in effect; and 


“THE almost universal inclusion of escalation clauses of one 
or more types in gas purchase contracts entered into in the last 
few years is conclusive demonstration of the lack of bargaining 
power on the part of pipeline companies. These clauses, which 
provide for future increases in the price of gas, many of them 
by reason of actions over which the buyer has no control, place 
burdens upon pipeline buyers which anyone having a free choice 
of suppliers would refuse to accept.” 
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$149,000,000 was pending as of March 1, 
1955. 


_— gas distributing utilities have 
been forced to pass on the higher 
cost of gas purchased from the pipeline 
companies to their customers. This fact 
is reflected clearly in the statistics pub- 
lished by the American Gas Association. 
On a nation-wide basis, the average unit 
cost of natural gas to residential consum- 
ers increased during the period 1945-54 
from 6.32 cents to 8.06 cents per therm; 
for commercial customers the increase was 
from 4.16 cents to 6.19 cents per therm; 
and for industrial users from 1.65 cents 
to 2.37 cents per therm. In some states 
the increases are even more striking. 

At the same time that the cost of 
natural gas has been going up, the unit 
cost of electricity to the residential con- 
sumers has been declining. In fact, be- 
tween 1945 and 1954 the residential unit 
cost of electricity dropped from 3.47 cents 
to 2.79 cents per kilowatt-hour, a decrease 
of 24.3 per cent. The residential cost of 
natural gas, however, increased 27.5 per 
cent. 

Convincing evidence was presented by 
representatives of distributing utilities be- 
fore the congressional committees to the 
effect that the increased cost of natural 
gas was seriously hampering their efforts 
to expand natural gas sales, that in some 
areas they were being priced out of the 
market, and that if the upward trend in 
field prices continued, they would meet 
with financial disaster. The difficulties 
faced by the distributing utilities are evi- 
denced not only by the statements made 
before the congressional committees, but 
are to be found in testimony in rate pro- 
ceedings béfore the state utility commis- 
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sions and before the Federal Power Com- 
mission and in articles in trade magazines. 


HE problem of distributing utilities 

in coping with the rising cost of gas 
is not confined to those companies in the 
consuming states of the North. The prob- 
lem is being faced by distributors in the 
producing states as well. Illustrative is the 
following statement made by Arkansas 
Louisiana Gas Company in its annual re- 
port to stockholders for the year 1954: 


The serious problem of increasing 
costs of purchased gas discussed in the 
annual report of 1953, became even 
more severe in 1954. These increased 
prices, together with increasing volumes 
required from purchased sources, have 
been a major factor in the decrease of 
the company’s earnings. The system- 
wide average price paid by the com- 
pany for purchased gas has increased 
from 4 cents per thousand cubic feet 
in 1949 to 9 cents per thousand cubic 
feet in 1953, and in 1954 increased to 
10 cents per thousand cubic feet. The 
cause of this upward spiral is the tre- 
mendous competition for new gas re- 
serves by the many long-line transmis- 
sion companies serving other sections of 
the country, compounded by the fact 
that the development of gas reserves 
has not kept pace proportionately with 
the increased demand for natural gas 
throughout the United States. Compet- 
ing companies are presently paying 
more for large gas reserves in the field 
under new long-term contracts than our 
company is receiving as a retail price 
from large industrial customers. This 
is a dramatic illustration of the com- 
pany’s inability to maintain adequate 
reserves with its present rate structure. 
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Free Enterprise and Public Interest 


ccc Re enterprise’ is an essential part of our national welfare. It 

should by all means be preserved. But freedom of private enter- 
prise and of contract cannot be allowed, nor has it ever been allowed, to 
supersede the public interest and justify exploitation of captive consumers 
by a noncompetitive supply system of a basic necessity. Wherever there is a 
conflict, it has been our traditional national policy to establish reasonable 
regulation to protect the public interest. That policy with respect to inter- 
State sales of natural gas was established in 1938, and should be preserved.” 
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N the big oil and gas producers are 

making an all-out effort to explain 
away these increases in the retail prices of 
natural gas and to shift the blame for 
such increases from their own shoulders. 
The producers’ representatives, in their 
congressional appearances and through 
the so-called “educational” campaign 
which they have conducted in the press 
and by other means, have sought to show 
that the drastic increases in the field price 
of gas have had only a small percentage 
effect on the bills of the ultimate con- 
sumers and further that the field cost of 
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gas itself is a small percentage of the total 
bill. It was implied that consumers were 
being gouged by the local gas utilities with 
the acquiescence of the state regulatory 
commissions. 

These sorry diversions were part of a 
none-too-subtle scheme to turn public 
opinion into channels favorable for the 
exemption legislation being demanded of 
Congress. It was repeated over and over 
again that since these increases in retail 
gas rates were authorized by regulatory 
agencies, further increases in natural gas 
rates would surely be forthcoming if the 
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producers were placed under regulation. 
In other words, rate increases according 
to them were the natural product of regu- 
lation. 

Industry spokesmen cast the Federal 
Power Commission (which I, too, have 
had some occasion to criticize), the 
state regulatory commissions, and the dis- 
tributing utilities in the role of the prin- 
cipal villains who were responsible for the 
increasing cost of gas to the ultimate con- 
sumer. Regulation of producer rates was 
described on the other hand as confisca- 
tory and therefore destructive of our free 
enterprise system, socialistic and very 
close to Communism. 


ne were even made to cause a 

congressional investigation to be made 
of the transmission and distribution seg- 
ments of the industry. It was charged by 
proponents of the legislation that inter- 
locking relationships and combinations in 
these segments of the industry were re- 
sponsible for the increases in gas rates, 
and not the producers. 

They have cast aspersions on the cost 
of operations and profits of the regulated 
pipeline and distributing companies, which 
are a matter of public record. But no pro- 
ducers have come forward to reveal their 
own profits from gas-producing opera- 
tions or furnish any comparison with 
pipeline and distributing profits which 
would clearly reveal the responsibility for 
rising retail gas costs. 

Whether these unfair and diversionary 
tactics will pay off, of course, remains to 
be seen. I doubt, however, if the produc- 
ing segment of the industry won any 
friends among the marketeers of their 
product or shed any real light on the pic- 
ture by such machinations. 
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— for the producers pitch their 
plea for exemption from regulation 
upon the proposition that the producing 
segment of the industry is intensely com- 
petitive and thus regulation is not neces- 
sary to maintain reasonable prices for 
natural gas. 

If the industry really were as competi- 
tive as claimed, and if one could depend 
upon the natural processes of supply and 
demand to keep prices to the consumer 
at reasonable levels, neither I nor my col- 
leagues could reasonably oppose the ex- 
emption. That is why the industry has 
worked so hard in its efforts to argue the 
slogan of “free enterprise” while ignoring 
the facts about the concentration of power 
within the industry. But competition of 
the nature claimed is not present, and an 
examination of the facts concerning the 
so-called independent producers and the 
conduct of their business of producing and 
selling gas will show that competition 
cannot be depended upon to protect the 
consumer against exploitation. 

The latest available figures compiled 
by the Federal Power Commission show 
that in 1953 a total 4,365 nontransporting 
producers sold natural gas to interstate 
pipeline companies reporting to the Fed- 
eral Power Commission. These producers 
sold 4.249 trillion cubic feet to the pipe- 
line companies. Abundant evidence of con- 
centration in the production phase of the 
industry is found in the fact that of the 
4,365 producers, 85.59 per cent of the 
number, or 3,736, sold only 2.1 per cent 
of the total gas purchased by the pipeline 
companies. Thus, only 629 producers, 
accounting for 14.41 per cent of the total, 
furnished 97.9 per cent of the total 
volume purchased. 
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Broken down even further, 90.7 per 
cent of the sales were made by 174 pro- 
ducers. Twenty-nine producers—whose 
sales exceeded 35,000,000 Mcf in 1953— 
produced almost two-thirds of the natural 
gas sold to interstate pipeline companies. 
The twenty-nine largest producers who 
sell two-thirds of the natural gas are not 
a poor or impecunious group. Over half 
of them are on the most recent list of 
America’s one hundred largest industrial 
corporations. The argument used by in- 
dustry spokesmen, that intense competi- 
tion exists in the producing fields between 
many thousands of producers and that 
reasonable prices of natural gas are thus 
assured, is not borne out by the facts. 


HE producing segment of the natural 

gas industry, although not neces- 
sarily monopolistic in the legal sense, is 
certainly monopolistic in the economic 
sense. Natural gas transmission lines are 
expensive. Their cost is estimated at from 
$40,000 to $100,000 per mile. They are 
not easily moved. Once they have been 
laid the interstate pipeline company is 
practically at the mercy of the producers. 
For these lines cannot be picked up and 
relaid to other fields to escape an increase 
in the price of gas or to secure gas at a 
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lesser cost. Thus, the pipeline company 
buyer is a captive customer of the rela- 
tively few nontransporting independent 
producers who provide the overwhelming 
share of natural gas for the utility market. 


HERE are other reasons why competi- 

tion among the so-called independent 
producers is ineffective and furnishes no 
protection to consumers against unreason- 
able prices. The first is that there now ap- 
pears to be a diminishing supply of natural 
gas and an expanding market. With de- 
mand exceeding supply, the result is a 
seller’s market. 

As evidenced by the testimony be- 
fore the congressional committees and 
in the certificate and rate proceedings be- 
fore the Federal Power Commission, the 
competition for natural gas is between 
buyers seeking a supply rather than be- 
tween sellers seeking a market for their 
product. We have then a natural resource 
which is diminishing in relation to annual 
use and which is a necessity to most users, 
and, on the other hand, a demand which 
is increasing. Fair and reasonable regula- 
tion in such circumstances is necessary to 
protect the consumer against skyrocketing 
prices. Competition among producers can- 
not be depended upon to do so. 


Harris Bill point to certain provisions of these bills as furnish- 


q “THE sponsors and proponents of the Fulbright Bill and the 


ing all the protection necessary to save natural gas consumers 
from unreasonable rates. I have examined these alleged protec- 
tions. My analysis shows they are ineffective, futile, and of 
doubtful legality, and will not work to protect the natural gas 
consumers. They were not designed to do so and are mere 
sugar-coating which has been applied to give the appearance of 
regulation without providing its substance.” 
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. because the large blocks of re- 
serves which must be secured in order 
to make feasible any major expansion of 
transmission line capacity are held by the 
major oil companies who control most of 
the gas reserves in the Southwest, it is 
necessary for the pipeline companies to 
deal with these relatively few large pro- 
ducers. This also limits competition. Thus, 
if a pipeline company desires a large block 
of reserves it has no practical alternative 
but to go to the major producers and 
accept the prices which they dictate. The 
many thousands of small producers have 
been and will continue to be an ineffective 
source of competition in such circum- 
stances. Moreover, while the southwest 
region supplies more than 95 per cent of 
the gas supply of the interstate pipeline 
companies, more than 60 per cent of the 
4,365 producers are located in the Appa- 
lachian area which produces only 3.4 per 
cent of the total gas supply. 

The competitive situation in the gas 
fields in nowise resembles the normal com- 
petition involved in the buying and selling 
of commodities on the open market. If 
producers of coal or fuel oil raise their 
prices, buyers can use several transporta- 
tion media to obtain supplies from other 
sources. Because of the high-cost fixed in- 
vestment in gas transmission lines, the ex- 
pense of tearing up a pipeline and laying 
a new one prevents the pipeline company 
from shopping around for lower prices. 
Thus, the type of competition which is 
present today in the gas fields does not and 
cannot operate to maintain reasonable 
prices of natural gas. 


| Sue almost universal inclusion of 
escalation clauses of one or more 
types in gas purchase contracts entered 


into in the last few years is conclusive 
demonstration of the lack of bargaining 
power on the part of pipeline companies. 
These clauses, which provide for future 
increases in the price of gas, many of them 
by reason of actions over which the buyer 
has no control, place burdens upon pipeline 
buyers which anyone having a free choice 
of suppliers would refuse to accept. The 
evidence is clear that the pipeline com- 
panies had no choice. If they wanted 
natural gas they were compelled to accede 
to the demands of producers that such 
clauses be inserted in the gas purchase 
contracts. 

The existence of such clauses in gas 
purchase contracts belies assertions by pro- 
ducer representatives that there is free and 
open competition in the purchase and sale 
of natural gas in the producing fields of 
the Southwest. 


IV. 


C has been asserted time and time again 

by proponents of this legislation that 
the regulation of independent producers 
is not feasible, that the cost of regulation 
will be staggering and the benefits, nega- 
tive. I do not believe there is any merit 
to these assertions. Regulation of natural 
gas companies—pipeline companies—who 
are engaged in exploration, development, 
and production of natural gas in most of 
the fields in which the nontransporting 
producers conduct their operations has 
been conducted by the Federal Power 
Commission since 1938. As a matter of 
fact, approximately 50 per cent of the 
total number of gas wells in the United 
States are owned by pipeline companies 
reporting to the Federal Power Commis- 
sion. Thus, the commission has had con- 
siderable experience in dealing with a ma- 
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The FPC Gas Case Load 


— the Phillips decision by the Su- 

preme Court, the [Federal Power] 
commission has been going forward with 
the regulation of the so-called independent 
producers. It has adopted rules and regu- 
lations. It has required the compliance 
filing of rate schedules and of applications 
for certificates. According to a press re- 
lease of the commission issued on March 
10th of this year, 10,000 rate schedules of 
producers had been processed, and the 
situation was current. While the certificate 
applications had not been processed quite 
so rapidly, since each application requires 
a mandatory hearing, remarkable prog- 
ress is being made...” 











jor producing segment of the industry and 
has successfully regulated that segment. 

Since the Phillips decision by the Su- 
preme Court, the commission has been 
going forward with the regulation of the 
so-called independent producers. It has 
adopted rules and regulations. It has re- 
quired the compliance filing of rate sched- 
ules and of applications for certificates. 
According to a press release of the com- 
mission issued on March 10th of this year, 
10,000 rate schedules of producers had 
been processed, and the situation was cur- 
rent. 

While the certificate applications had 
not been processed quite so rapidly since 
each application requires a mandatory 
hearing, remarkable progress is being 
made in clearing up the backlog. Thus, 
there is no substance to the charge that 
regulation of producers is an impossible 
task which will bog down the commission. 
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. of us are quite willing, however, to 
reduce the regulatory burden very 
substantially by exempting the interstate 
sales of all those producers who sell for 
resale less than two billion cubic feet of 
gas a year. The 174 producers whose sales 
would be thus kept subject to federal 
regulation sell more than 90 per cent of 
the gas purchased for interstate commerce 
by the pipelines. I am confident that ade- 
quate protection can be afforded the con- 
sumers and distributing companies if regu- 
lation is concentrated on this major seg- 
ment of the nontransporting producers. 
No one expects the commission to han- 
dle this regulatory task without some tur- 
moil and strife. With less than a year of 
actual experience in processing rate and 
certificate applications filed by nontrans- 
porting producers, it would be too much 
to expect that all of the regulatory bugs 
have been eliminated and the problems 
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solved. But these problems do not appear 
to be any more insurmountable than the 
problems and legal attacks which the com- 
mission experienced after the Natural Gas 
Act became law in 1938. The road ahead 
may not be smooth, but at least the com- 
mission has started on a task which, if it is 
permitted to complete the job, would be of 
immeasurable value to the people of the 
United States. 


V. 


HE sponsors and proponents of the 

Fulbright Bill and the Harris Bill 
point to certain provisions of these bills 
as furnishing all the protection necessary 
to save natural gas consumers from un- 
reasonable rates. I have examined these 
alleged protections. My analysis shows 
they are ineffective, futile, and of doubtful 
legality, and will not work to protect the 
natural gas consumers. They were not de- 
signed to do so and are mere sugar-coating 
which has been applied to give the appear- 
ance of regulation without providing its 
substance. 

One provision of the bill purports to 
give the commission authority to disallow 
as an operating expense of the pipeline 
company that part of the price paid for 
natural gas in a new or renegotiated con- 
tract which is in excess of the “reasonable 
market price.” Aside from the doubtful 
legality of this provision (which would 
deny recovery through rates of payments 
made by a pipeline company in good faith 
under contracts entered into at arm’s 
length), it is incomprehensible to me that 
the Federal Power Commission would re- 
quire the regulated utility to suffer losses 
through the disallowance of payments in 
excess of the “reasonable market price” 
while the producers selling the gas were 


able to secure excessive profits under the 
contract arrangement. Such a proposal is 
illogical, unfair, and completely contrary 
to regulatory purposes. The results would 
be inevitable. Contract prices would be 
accepted as the “reasonable market price.” 
The proposed control is of no help what- 
soever to the consumer. 


|. jane section of the bill dealing with 

certain types of escalation clauses 
in existing contracts purports to relieve 
the pipeline company from paying pro- 
ducers any amount for gas which is in 
excess of the reasonable market price as 
determined by the commission. This pro- 
posal flies directly in the face of § 1 of 
the Fulbright Bill, which defines such 
sales as not being in interstate commerce. 
The validity of such proposal is very much 
in doubt, since it would appear impossible 
for the Federal Power Commission to 
regulate a sale by a producer to a pipeline 
company which Congress has declared not 
to be a sale in interstate commerce. 

The “reasonable market price” stand- 
ard, as it is defined in the bills and in the 
reports of the Interstate and Foreign 
Commerce committees of the Senate and 
House, is of no practical benefit in provid- 
ing reasonable natural gas prices. This is 
so because as the standard is defined it can 
mean only the contract price which has 
been agreed upon by the buyer and seller. 
The “reasonable market price” standard is 
contrary to utility regulatory principles. 
Its adoption would result in no effective 
control being imposed on field prices of 
natural gas. 

Moreover, these alleged consumer pro- 
tections apply only where the pipeline 
company is seeking a rate increase from 
the Federal Power Commission. They do 
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not apply to the pending rate increases or 
to the excessive contract prices which have 
already become effective. In my opinion, 
it would be far better to repeal the Natural 
Gas Act in its entirety than to give the 
natural gas consumer the illusion that he 
would be protected by federal “regulation” 
of the character proposed in the bills. 
VI. 
HE provision in the Fulbright Bill 
requiring the Federal Power Com- 
mission to allow natural gas pipeline com- 
panies owning gas reserves to include in 
operating expenses the “reasonable mar- 
ket price” of the gas produced from their 
own leases is nothing less than an invita- 
tion to the pipeline companies to pay 
higher and higher prices to the independ- 
ent producers for the gas which they pur- 
chase, since such higher prices can be 
passed on to the consumer and at the same 
time act as a basis for increases in their 
profits from their own produced gas. 
What possible justification can there be 
for this windfall to the pipeline com- 
panies? As the pipeline companies and 
producing affiliates own more than 28 tril- 
lion cubic feet of natural gas, they stand 
to gain huge profits over and above a fair 


= 


return under this section of the Fulbright 
Bill. 

The values of their reserves will in- 
crease as the prices rise. An indication of 
the bonanza which will come their way is 
to be found in the 1954 annual report of 
Panhandle Eastern Pipe Line Company to 
its stockholders. The report states that the 
company’s owned reserves are carried at 
a book cost aggregating less than $3,000,- 
000, which the company estimates is 
approximately one per cent of their re- 
placement cost under present conditions. 


' other words, natural gas reserves 

which cost $3,000,000 and the costs of 
exploration, acquisition, and development, 
of which the customers of the company 
paid through rates, would under the Ful- 
bright Bill be sold to their customers for 
100 times that cost or $300,000,000. Un- 
der these circumstances, how is it that the 
pipeline companies can be counted upon as 
guardians of the consumer interest in the 
purchase of natural gas from producers as 
some propaganda argues? 

As a matter of fact, seven of the major 
pipeline companies already have pending 
or have received rate increases from the 
Federal Power Commission based in part 


“THE producing segment of the natural gas industry, although 
not necessarily monopolistic in the legal sense, is certainly 
monopolistic in the economic sense. Natural gas transmission 
lines are expensive. Their cost is estimated at from $40,000 
to $100,000 per mile. They are not easily moved. Once they 
have been laid the interstate pipeline company ts practically at 


the mercy of the producers. . 


Thus, the pipeline company 


buyer is a captive customer of the relatively few nontransport- 
ing independent producers who provide the overwhelming 
share of natural gas for the utility market.” 
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on the substitution of the commodity 
value or average field price of gas in the 
field, for their cost of production plus a 
fair return on producing properties de- 
voted to the public interest. These re- 
quested or allowed increases cost consum- 
ers approximately $40,000,000 annually. 
The Fulbright Bill would make this 
method of regulation mandatory. Thus 
the reasonable gas rates which consumers 
have secured over the years through regu- 
lation under the Natural Gas Act would 
be obliterated. 


VII. 


HAT will be the effect on natural gas 

consumers if the oil and gas industrv 
is successful in its campaign against fair 
and reasonable regulation ? To answer this 
question we need only to look at the trend 
of gas prices in recent times and to state- 
ments by industry spokesmen that higher 
gas prices are anticipated. 

We have seen that the average cost of 
natural gas at the wellhead in the South- 
west has increased from about 5 cents to 
10 cents per Mcf between 1947 and 1953. 
Prices in new contracts range from 15 
cents to 24 cents per Mcf. These increases 
in the field cost of natural gas occurred 
in the absence of effective federal regula- 
tion because of the commission’s self- 
denial of jurisdiction. In 1954 utilities 
sold approximately 5.8 trillion cubic feet 
of natural gas to ultimate consumers, an 
increase of approximately one-half trillion 
cubic feet over the volume sold in 1953. 
However, using a volume of 5 trillion 
cubic feet, a modest 5 cents per Mcf in- 
crease in the average cost of natural gas 
at the wellhead—a rise from 10 cents to 
15 cents—would cost consumers an addi- 
tional $200,000,000 a vear. If the average 


cost of gas rises to 25 cents per Mcf, and 
this price has been indicated by industry 
spokesmen to be in range of what may 
be expected in the future, the consumer 
would be hit for $600,000,000 a year above 
present gas costs. This is the kind of 
bonanza which motivates the $1,500,000 
“war chest” which the industry has gath- 
ered to finance its campaign. 

The attempt to minimize the impact of 
higher prices on gas consumers by saying 
“it will cost each family only a few pen- 
nies a day” is a shocking argument. 
Pennies extracted from the many will 
mean millions for the few. The whole pur- 
pose of rate regulation is to save modest 
sums for the users of utility services by 
restricting profits to a reasonable level. 


M’= of the industry propaganda also 

argues that with no regulation there 
will be more exploration and more gas for 
consumers, the implication being that 
reasonable regulation will stifle discovery 
of natural gas reserves. No reasonable per- 
son can believe, however, that the mam- 
moth oil industry, whose discovery and 
marketing of gas is incidental to its ex- 
ploration and development of oil, will ever 
stop or slow down or speed up its primary 
oil exploration work because the sideline, 
natural gas, is subjected to fair regulation. 
The exploration for oil and gas will not 
subside in any case. 

This argument then gets down to an im- 
plied threat by the oil industry that it will 
waste or “flare” the gas rather than let it 
come to the consumers outside of the pro- 
ducing states under fair regulation. I just 
do not believe that the industry would be 
guilty of such a holdup, and I do not feel 
that Congress should fix national policy 
on the basis of such implied intimidation. 
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OX final point should be noted: If the 

industry succeeds in gaining exemp- 
tion from federal regulation and the aver- 
age prices at the wellhead increase from 
the present 10 cents to 15 cents or 20 cents 
or 25 cents, the industry stands to gain 
enormous windfalls from the increased 
value of the natural gas reserves which 
they own. At the present time such re- 
serves amount to about 210 trillion cubic 
feet of gas. An increase of only 5 cents 
per thousand cubic feet would result in 
an increase in the value of the gas reserves 
of over $10 billion. If the prices go to 20 
cents or 25 cents this windfall would be 
doubled or tripled. These are the vast sums 
which the industry stands to gain from 
exemption, and no one should be fooled 
by claims made in the name of “free enter- 
prise,” “freeing the small producer from 
federal red tape,” “states’ rights,” or “the 
sanctity of contracts.” 

“Free enterprise” is an essential part of 
our national welfare. It should by all 
means be preserved. But freedom of 
private enterprise and of contract cannot 
be allowed, nor has it ever been allowed, 
to supersede the public interest and justify 
exploitation of captive consumers by a 
noncompetitive supply system of a basic 
necessity. Wherever there is a conflict, it 
has been our traditional national policy to 
establish reasonable regulation to protect 
the public interest. That policy with respect 
to interstate sales of natural gas was es- 


tablished in 1938, and it should be pre- 
served. 


VII. 


N summary, competition cannot be relied 
on to protect the consumer against 
exorbitant prices for natural gas. The in- 
dustry is not really competitive at the pro- 
duction, transmission, or distribution 
levels. Once the pipelines and the gas 
mains are laid and the consumers have in- 
vested in appliances, a natural monopoly 
with captive customers is created. The 
natural gas industry is an industry affected 
with the public interest, and regulation has 
been and should continue to be applied. 
The industry has grown to the sixth 
largest in the nation and has become ex- 
tremely profitable. It will gain billions of 
dollars in windfall profits if it is exempted 
from regulation. It is an industry which 
already receives special tax treatment 
through the 274 per cent depletion allow- 
ance. 

The industry seeks protection against 
loss by way of tax policy, escalation 
clauses, minimum wellhead prices, and 
conservation agreements, and at the same 
time complete freedom to charge what the 
traffic will bear to captive customers. It is 
my considered judgment that legislation 
should not be passed by this Congress, the 
effect of which will be complete nullifica- 
tion of the Natural Gas Act as an effective 
regulatory instrument. 





¢ vs my judgment, it is not only possible but almost surely prob- 

able, that in the regulated industries, the rates to the public 
would be lower and the service better if the return on investment 
were higher and stimulation to progress were thereby greater. It 
seems to me this possibility deserves study and experimentation.” 
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—SINCLAIR WEEKS, 
Secretary of Commerce. 
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Natural Gas Is Still the Best Buy 


In the heat of the controversy over political, legislative, 
and regulatory arguments involving the gas industry, 
we sometimes may be tempted to overlook the basic 
economics of America’s most popular heating fuel. 


By W. LARRY SHOMAKER* 


HE natural gas industry has a pow- 

erful story to tell—the question is, 

are we telling it? Despite all the in- 
flationary trends, despite the increased 
costs of gas in the field, despite the up- 
swing in construction costs, natural gas 
today still offers the consumer his best 
buy. There have been murmurs that “nat- 
ural gas is no longer a bargain” and that 
“natural gas is pricing itself right out of 
the market.” These criticisms are un- 
founded, considering the industry as a 
whole. This is not intended to minimize 





*Vice president, Northern Natural Gas Company, 
Omaha, Nebraska. For additional personal note, see 
“Pages with the Editors.” 


the problems existing in those instances 
that are the exceptions. 

This is a story which we in the gas in- 
dustry know ourselves, but one which still 
must be told over and over again to our 
customers and the general public. As is so 
often the case, we find it difficult at times 
to stand back and correctly appraise the 
position of our own industry. In our effort 
to keep pace with the great growth and 
expansion in a period of rapidly changing 
price levels, we have perhaps neglected to 
keep constantly before us the fact that 
natural gas today is still one of the “best 
buys” on the consumer’s market. The rec- 
ognition of this fact in guiding industry 
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actions is what will sell gas and promote 
the continued growth of the industry. 


i was not very long ago that the cost 
of natural gas in the field was ex- 
tremely low. The cost of pipeline construc- 
tion was also down. In fact, the price at 
which the gas was sold to the ultimate 
consumer in many instances was ridicu- 
lously low. This superior fuel was being 
sold at bargain basement prices. The pub- 
lic soon became aware of this most un- 
usual bargain. During and after the war, 
the prices of solid and liquid fuels began 
to spiral upward. This combination of 
circumstances created a tremendous price 
differential between the retail price of gas 
and that of coal and oil. In the Northern 
Plains area served by Northern Natural 
Gas Company, for example, in many in- 
stances gas was being sold to the distribu- 
tor for as little as 25 per cent of the price 
_being paid for coal and oil by the indus- 
trial consumer. 

Pipelines and distribution companies 
readily recognized there would be an un- 
precedented demand for gas and immedi- 
ately set into motion expansion plans to 
meet this growth, requiring outlay of tre- 
mendous investments. 

It is no wonder, then, that in just the 
past ten years, the natural gas industry 
has risen to a prominent spot in our 
economy. This is evidenced by a few sim- 
ple statistics. In 1944, natural gas was re- 
sponsible for only 12.6 per cent of the 
mineral energy production of this nation. 
Immediately upon the conclusion of 
World War II, the natural gas industry 
expansion boom was under way, and by 
1953 that percentage had increased to 
approximately 25.6 per cent. The extent 
to which natural gas has supplied an in- 
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creasing part of the nation’s fuel require- 
ments is shown in Chart I (page 637). 
This increase in the share of the nation’s 
fuel supply was accomplished by the 
natural gas industry in the face of a con- 
tinuing rapid increase in the demand for 
energy resources by the consumer during 
the period. 


oan reason that the industry was 
able to provide a bigger portion of 
the nation’s mineral energy production 
was that it “threw itself” into the job of 
expansion. Comparatively, probably no 
other industry in this nation has ever ex- 
panded at the rate shown by the natural 
gas industry. New and larger pipelines 
have been built in all parts of the country 
to carry the gas from the southwestern 
states and other gas-producing areas to 
the distant major markets. According to 
figures recently released by the Federal 
Power Commission, in the twelve months 
ended June 30th of this year, that body 
authorized certificates for construction of 
new natural gas facilities totaling $465,- 
324,175. Since July 1st of 1945, about the 
time that the natural gas boom got under 
way, such authorizations have totaled 
close to $5 billion! 

And the expansion has not stopped. A 
presently authorized line to the Pacific 
Northwest region now is under construc- 
tion, and a pipeline to the far Southeast 
has been just recently proposed. When 
these lines are completed, practically all 
the major concentrated consuming areas 
of the nation will be in reach of the 
natural gas pipelines. 

As gas has taken a progressively larger 
share of the nation’s fuel market, the por- 
tions used by various classes of consumers 
have changed materially. From 1945 to 
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1953, industrial use of natural gas showed 
a percentage change of 78.5 of gas mar- 
keted to 71.9, while residential use was 
rising from 15.6 per cent to 21.3 per cent. 
This percentage decline in industrial use, 
it must be kept in mind, is only relative. 
Actually, industrial use of natural gas in- 
creased during that period from 3,063 bil- 
lion cubic feet to 5,849 billion cubic feet. 


HE successful move by gas into the 

home-heating field is another evidence 
of gas industry growth. Natural gas 
accounted for 43 per cent of the automatic 
central home-heating units at the begin- 
ning of 1954, compared with only 29 per 
cent in 1946. During this same period, the 
number of automatic oil burners increased 
178 per cent, automatic coal burners fell 
by 3 per cent, and gas burners increased 
by 324 per cent. It has been the “bargain” 
qualities of natural gas that have played 
a dominant role in attracting these new 
customers. 

Let’s take a look at another class of 
major gas use—production of electric 
power. The trend of gas consumption for 
electric power is rising at a much faster 
rate than the use of coal or oil. The in- 
creasing share of electric power produc- 
tion from gas is of special importance in 
evaluating the competitiveness of the price 
of gas. 

Since many of the electric power com- 
panies are equipped to use either gas, 
coal, or oil, and since the cost of fuel is 
a singularly important item to power pro- 
ducers, the choice depends primarily on 
which fuel is the cheapest. Price competi- 
tion is almost the sole determinant of 
which fuel is consumed and gas is gain- 
ing business at a faster rate than either 
of its competitors. The increased use of 
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gas for electric power generation is occur- 
ring in all sections of the country served 
by the pipelines. 

The situation with regard to the sale 
of natural gas for industrial purposes in 
the Northern Plains area served by North- 
ern Natural Gas Company is somewhat 
different than in many parts of the coun- 
try. In this area where there is no native 
fuel, it must be shipped into the territory 
either by barge, rail, or pipeline. This 
land-locked area therefore must rely on 
fuel from distant sources. From about 
1935 until about 1945, natural gas en- 
joyed a very wide price advantage. Dur- 
ing the past ten years, however, this spread 
has narrowed. Nevertheless, today gas is 
still being sold at wholesale to the dis- 
tributors for industrial purposes at prices 
that will permit its competitive resale. 


AX of the tremendous expansion and 

growth described above took place 
during a period of material inflation of 
costs. Since about 1940, we have watched 
increasing costs of construction, labor, 
equipment, and supplies. For instance, 
construction of a mile of 24-inch pipeline 
cost approximately $17,000 in 1940. To- 
day that figure approaches $50,000, an in- 
crease of almost 200 per cent. The cost 
of installed compressor horsepower has 
increased almost two and one-half times 
from $125 per horsepower in 1940 to $300 
per horsepower today. At the same time, 
payroll costs also increased substantially. 
Federal, state, and local taxes also in- 
creased during this period. 

While prices in general have more than 
doubled, wholesale natural gas rates have 
increased less than 50 per cent. The 
natural gas industry has had a difficult 
battle against these rising price trends. An 
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important factor which has contributed to 
its ability to meet these trends has been 
technological improvement. When new 
pipelines or additions are considered today, 
the thinking is in terms of larger and 
larger diameter pipe and higher and higher 
pressures, which far outdistance in effi- 
ciency the older and smaller facilities in 
all operating aspects. New and improved 
techniques have been developed for lay- 
ing the thousands of miles of pipelines 
that go into the ground each year. Modern 
equipment leads the way through rugged 
terrain and digs the ditches over and 
through mountains and across rivers. New 
welding methods mean longer life and 
more efficient performance of the pipe- 
lines. 

System capacities have been boosted 
through installation of more efficient com- 
pressor station equipment. Vertical and 
turbine compressor station units now are 





more and more finding their place in the 
operating pattern. 


AS a regulated industry, natural gas 

prices to the public could not be in- 
creased to cover such higher costs except 
by approval of various local, state, or fed- 
eral authorities. To obtain such approval, 
in many cases, required long hearings 
which received wide news coverage so 
that such proposed increases were con- 
stantly brought to the attention of the 
public. During the entire period from the 
date an application for an increase in rates 
is filed and the time the proceeding is 
finally concluded, sometimes taking a year 
or more, the matter is constantly in the 
public spotlight. This fact often leaves the 
public with the impression that natural gas 
rates have advanced much more than they 
have. On the other hand, as we all know, 
unregulated industries can hike their 
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charge for their commodity merely by 
changing the price tag. 

The effectiveness of the industry in pre- 
venting its prices spiraling upward com- 
parable to those of competitive fuels and 
other commodities is supported by vari- 
ous statistics. Chart II (page 639), which 
is based upon information taken from the 
Bureau of Labor Statistics, is illustrative 
of the position gas has maintained 
throughout this period. Based upon 1935- 
39 as 100, price of gas is still at almost 
its 1935-39 level, whereas all other goods 
the consumer purchases are almost at the 
200 index level, and the index of the price 
of coal and oil is well over the 200 level 
on the same basis. 

The average housewife doesn’t need us 
to tell her that prices are up—that her 
dollar isn’t worth today what it was in 
1940. She realizes it firsthand every time 
she goes shopping, but she may not real- 
ize that the rates of natural gas she uses 
for cooking and heating her home have 
advanced far less than the prices of most 
other commodities. This is clearly shown 
on Chart No. IT. 

To be specific, the dollar the housewife 
spends for food today buys slightly less 
than half of what her preinflation dollar 
bought. Her clothing and furniture dollar 
buys just half as much. While these everv- 
day living necessities have doubled in cost, 
the average retail house-heating rate of 
natural gas in the Northern Plains, the 
market area served by Northern Natural 
Gas Company, has not increased any- 
where near this amount. 


ews following Table I shows the re- 

sults of a study made by Mid- 
Continent Oil and Gas Association of the 
average retail prices of residential heat- 
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ing fuels in selected cities as of March, 
1954, based upon Bureau of Labor sta- 
tistics. This table again demonstrates the 
relative price advantage natural gas still 
maintains over competitive fuels in most 
areas: 


TABLE I 
AVERAGE RETAIL PRICES OF RESIDENTIAL HEATING 
FUELS IN SELECTED CITIES, MARCH, 1954— 
ADJUSTED FOR EFFICIENCY 
Cents Per Million Btu 
Coal Oul Gas 


SS ses he eee kok 110.0 114.0 105.3 
Cle CE ee eee 96.3 120.4 57.1 
SONG. srs aeossk os 97.1 120.1 82.5 
Minneapolis. ............ 110.6 109.6 75.6 
MEW, NOT osc ies acccccs 101.6 111.9 103.4 
SIS Si ees ae 62.9 116.2 53.9 
SE RWS Sissies ass as eisiois 103.1 113.1 75.6 
Washington, D. C. ..... 103.4 114.8 119.8 


It doesn’t require a highly trained 
economist to figure out why the consumer 
has taken to natural gas. Most everyone, 
including the economist, shops the same 
way. They buy the product or service that 
gives the most for their money. And 
natural gas is proving again and again 
that it is the “best buy.”’ 


’ the territory of Northern Natural 

Gas Company, for the price of an ordi- 
nary postage stamp, natural gas will carry 
out a lot of household chores. For just 
three cents it will cook breakfast every 
day for two weeks, or it will operate a 
gas refrigerator for twenty hours. For 
just three cents, it will heat the average 
home for an entire hour, or will heat water 
enough for two baths. Three cents worth 
of natural gas will run a clothes drver 
for a week’s load of wash, or will dispose 
of an entire day’s garbage and refuse in 
an efficient gas incinerator. That’s quite 
a bit for three cents worth of anything in 
this day and age. These figures are based 
on the experience in Northern’s own area, 
and will varv slightly in other locations, 
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NATURAL GAS IS STILL THE BEST BUY 


but I am sure that all gas users will find 
they are getting similar “bargains.” 

In addition to the continued price ad- 
vantage, natural gas has, of course, plenty 
of performance advantages with which 
we are all familiar. Gas burns cleaner and 
more efficiently than all of its competitors. 
There is no need for concern on the part 
of the consumer that his fuel supply will 
be cut off in the middle of winter because 
roads are icy or delivery trucks are snow- 
bound. There always is a steady flow of 
gas through the pipelines directly to the 
consumer. 

On the industrial side the collateral ad- 
vantages of natural gas as a fuel are many. 
Stokers, pulverizers, and oil pumps are 
not required to prepare the fuel for proper 
burning. There is no storage necessary. 
Gas is cleaner, more flexible, and the heat 
is more uniform. Simplicity of equipment 
reduces maintenance costs. 

These performance advantages 
basic facts, probably considered elemen- 
tary by most industry members. But these 


are 


are facts that make gas a “bargain,” 
and these are facts that sell more and more 
natural gas. 


N the face of all the available informa- 
tion, the claim that natural gas is 
rapidly pricing itself out of the market 
and has exceeded its competitive level is 
as yet the expression of fears rather than 
a statement of fact. In certain isolated 
market areas, the price of gas may be 
bumping its head on a competitive ceil- 
ing, or in certain areas most remote from 
the sources of supply natural gas as yet 
does not occupy a fully competitive posi- 
tion with other fuels for certain purposes. 
However, from the industry point of view 
and taking the nation as a whole, wher- 
ever it is available natural gas is in nearly 
all cases the “bargain fuel.”’ By maintain- 
ing an awareness on the part of the public 
of this fact, the industry will continue to 
grow and natural gas will continue to be 
known as the “best buy” in the fuel 
market. 





¢¢? ] \HERE are in this country a great many people who are not 
sympathetic to the free market system of which a free 


securities market is a very cornerstone. They are advocates of an 
economy directed and managed by government. Anyone who holds 
those theories can have no sympathy with the free market in securi- 
ties or any of its works. If one believes that the accumulation and 
channeling of capital ought to be directed by the government, then 
he cannot tolerate a situation through which privately accumulated 
capital can be directed to such purposes as the owners choose... . 

“This being a country of free speech these people have a right 
to have their say and if they want to come before congressional 
committees and expound their theories and ideas, they should by all 
means have the opportunity. 

“But when they do give their testimony, it ought certainly to be 
accompanied by a clear exposition of their underlying philosophy. 
A man who is basically opposed to the existence of free securities 
markets can hardly be accepted as a competent witness as to the 
behavior of free securities markets, for in his eyes nothing that such 
a market can do is right ...” 

—EDpIToRIAL STATEMENT, 
The Wall Street Journal. 
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Gas: The Nation’s Youngest 
Old Industry 


The natural gas industry, which already has converted most of 

the nation to the “wonder fuel” and has sold its way into a solid 

position as the nation’s sixth largest industry, is setting new sales 

records through the development of new products and processes 
for home and industry. 


By W. F. ROCKWELL, JR.* 


s the nation’s natural gas pipeline sys- 
tem continues to expand, the entire 
gas industry is hitting new peaks 

in production, utilization, and sales. 

With nearly $5 billion worth of pipe- 
line projects completed or approved since 
1945 and with proven reserves at an all- 
time high of more than 211.7 trillion 
cubic feet, leaders in all branches of the 
industry have been able to switch their at- 
tention from the problems of inadequate 
transmission facilities and conversion to 
natural gas to the more profitable business 
of development and expansion. 

While some early gains might be cred- 





*President, Rockwell Manufacturing Company, 
and of the Gas Appliance Manufacturers Associa- 
tion. For additional personal note, see “Pages with 
the Editors.” 
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ited merely to the fulfilling of pent-up 
demand following the war years, the 
spectacular advances of more recent years 
are attributable to sound planning, pro- 
gressive thinking, and aggressive action. 
The results, establishing gas as the na- 
tion’s sixth largest industry, have been 
achieved despite powerful, well-heeled 
competition. 


Oe have been made across the board 
—in industrial, commercial, and resi- 
dential uses of gas. The number of custom- 
ers in all categories has increased rapidly, 
and the consumption of gas has risen at an 
even faster rate. Gas appliances and equip- 
ment are achieving spectacular gains in 
unit sales and dollar volume. While, at 
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GAS: THE NATION’S YOUNGEST OLD INDUSTRY 


the same time, the industry is more than 
keeping pace with competition in modern 
design, automatic operation and efficient 
performance of products, ranging all the 
way from custom-designed industrial 
equipment to modern appliances for home 
and institutional use. 

Let’s have a closer look at what’s going 
on. 


NDUSTRIAL America, which was not ex- 
actly sitting on its haunches back in 
1941, used 11 billion therms of gas in that 
year. By 1954 it upped consumption to 
33 billion therms—three times the amount 
used in a year of “all-out” defense pro- 
duction, and 74 times the total for 1932, 
the earliest year for which figures are 
available. 

Utility companies now deliver natural 
gas to more than 82,000 industrial cus- 
tomers as compared to 22,000 in 1932. If 
we add the industries using manufactured, 
mixed, and other gases, the present total 
rises to 112,000, and the rate of growth 
continues to increase as the result of con- 
versions from other fuels, development of 
new processes and equipment, and the ris- 
ing need in all kinds of industry for a fuel 
which offers speed, precise control, flexi- 
bility, and cleanliness. That means gas, of 
course. 

Utility company revenues from indus- 
trial gas consumption climbed from about 
$90,000,000 in 1932 to a 1954 total of 
more than $820,000,000 as varied indus- 
tries recognized the possibilities of gas. 

Actually, there are now 26,000 adapta- 
tions of more than 2,500 individual uses 
of gas in the fabrication of almost every 
item required in the daily life of the 
nation. 

Recently, GAMA’s industrial equip- 
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ment division polled principal companies 
in all leading U. S. industries to determine 
the multiple uses of gas and solicit details 
as to quantities used and opinions on the 
fuel’s replaceability or indispensability. 
The replies point up some of the reasons 
for the increased use of gas in industry. 

For example, a leading radio and tele- 
vision manufacturer reported that “the 
use of gas for glass firing of vacuum tubes 
is the only practical process for handling 
this fundamental operation.” 


( pee that “gas is safe, easy to 

handle, and requires no investment 
for space or storage,” a producer of sur- 
gical supplies said there is “practically no 
substitute for gas for melting resin or for 
inert gas generation or sprayed enamel 
drying.” 

Approximately 40 billion tin cans are 
manufactured in the U. S. annually, and 
almost all require gas heat treatment. A 
prominent firm in this field not only uses 
gas for tin can body making but also for 
large-scale bean baking, which requires a 
rapid, dry heat, and for boiler steam gen- 
eration. Its fuel utilization engineer de- 
scribed the versatility of gas as especially 
important in meeting rapid changes in heat 
rating to conform to process demands. 

More than 1,000 gas processes are used 
in the plants of a roller bearings manufac- 
turer who reported that “approximately 
40 heat-treating operations would be ex- 
tremely difficult to replace with any other 
fuel.” 

A processor of a variety of materials, in- 
cluding paint and varnish, floor covering, 
cosmetics, confections, lubricants, chemi- 
cals and fatty acids, as well as foods, re- 
ported that gas figures in all instances. 
He pointed out that the use of gas for 
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puffing cereals and heat treating of metals 
is “highly preferable.” 

Both elevator and automobile manufac- 
turers make extensive use of gas. A top 
elevator producer told GAMA it uses gas 
for brazing, tempering, annealing, heat- 
ing, preheating for welding, shrinking, 
and metal finishing. “The cost of changing 
to electricity or other heat source would be 
prohibitive,” the report said. “Gas is more 
economical, flexible, and available.’’ More 
than 80 different gas processes are in- 
volved in the assembly of an automobile. 
These range all the way from block test- 
ing of engines to quick drying of body 
paint. 

In the rapidly growing field of petro- 
chemistry, natural gas is used both as a 
raw material and as a fuel. Last year 
petrochemistry produced approximately 
25 per cent of the nation’s chemicals. In 
ten years this figure is expected to dou- 
ble, particularly in the production of am- 
monia, alcohols, plastics and fibers, syn- 
thetic rubber, and detergents. 


HE advance of gas on the industrial 
front has been paralleled in the com- 
mercial field. Gas companies in 1945 
served 1,278,000 commercial customers. 


By 1954 the total approximated 2,000,000, 


q 
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an increase of 56 per cent. Latest authori- 
tative estimates are that 97 per cent of 
the more than 65,000,000 meals served 
daily in public and institutional eating 
places are cooked by gas. 

Of course domestic appliances are re- 
sponsible for the greater part of the regu- 
lar million-meter-a-year increase reported 
by gas companies. And the most dramatic 
gains have been recorded by gas central 
heating equipment. 

In 1945 there were only 1,292,000 gas 
central heating plants in American homes. 
The figure rose more than 400 per cent 
to 6,959,000 by 1954, while oil units, the 
nearest competitor, went up 202 per cent, 
from 2,517,000 in 1945 to 7,606,000 last 
year. Gas has been gaining on oil to such 
an extent that the total of gas central sys- 
tems in use is expected to exceed the total 
of oil units by the end of 1955. 

This expectation is backed by current 
figures which show that 1955 will un- 
doubtedly be the greatest year in the his- 
tory of warm air furnaces. Furnace manu- 
facturers in the first six months of 1954, 
best year to date, shipped 251,800 units. 
They topped that performance during the 
same period this year by shipping 344,300 
units, an increase of 36.7 per cent. A poll 
of the furnace manufacturers recently 


“As the nation’s natural gas pipeline system continues to ex- 
pand, the entire gas industry is hitting new peaks in production, 
utilization, and sales. With nearly $5 billion worth of pipeline 


projects completed or approved since 1945 and with proven 
reserves at an all-time high of more than 211.7 trillion cubic 
feet, leaders in all branches of the industry have been able to 
switch their attention from the problems of inadequate trans- 
mission facilities and conversion to natural gas to the more 
profitable business of development and expansion.” 
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conducted by GAMA revealed that the 
manufacturers expect their branch of the 
industry to finish 1955 about 19.8 per cent 
above the 1954 total of 661,900. 


i worth noting that the manufactur- 

ers’ consensus is likely to be on the 
conservative side. Those who achieved the 
36.7 per cent increase in the first half of 
this year estimated in January that the 
industry’s performance this year would 
be only about 8 per cent over 1954. Boiler 
manufacturers, too, surpassed their esti- 
mates during the first six months, ship- 
ping 30,000 units for a 6 per cent increase 
over the same 1954 period. 

It’s also worth noting that these same 
manufacturers expect 1956 business to be 
somewhat better than 1955, with a long- 
range view indicating an increase of from 
2 to 6 per cent for next year. 

Automatic gas water heaters, too, are 
enjoying a boom year, with shipments for 
the first half totaling 1,404,000 units, 24.2 
per cent above the same period of last year. 
Consensus is that 1955 shipments will 
reach 2,622,700 units, 15 per cent over 
1954, and 10.9 per cent above the previous 
peak year of 1950. 

The water heater manufacturers, too, 
were wary in their forecasts at the begin- 
ning of the year. The consensus at that 
time was that shipments would run about 
1.9 per cent above 1954. However, in 
GAMA’s General Business Outlook, re- 
leased in February, Edward R. Martin, 
director of marketing and statistics, point- 
ed out that “with all companies perform- 
ing close to their individual expectations, 
1955 could be the banner year for auto- 
matic gas water heaters, with sales 13 per 
cent above 1954.” 

Gas rarige manufacturers have similar 
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bright figures to offer. Shipments during 
the first six months of 1955 were 10.8 per 
cent above the similar period of last year 
and the consensus is that the 1955 total 
will reach 2,320,700 units, 14.7 per cent 
above 1954. 

Other branches of the industry which 
are chalking up substantial gains are 
vented recessed wall heaters, floor fur- 
naces, direct heating equipment, gas unit 
heaters, domestic gas incinerators, and 
gas clothes dryers. 


O’ course, these sales increases were 
achieved by sound sales promotion 
on the part of manufacturers and gas com- 
panies. Their missionary work among 
builders and architects, for example, re- 
sulted in gas heat being installed in seven 
out of ten new homes during the past few 
years wherever the fuel was available. 
And, of course, the installation of gas heat 
usually means that other gas appliances 
will be included in the new home so that 
the owner may enjoy the economy that 
goes with multiple usage of the fuel. 

This successful exploitation of the new 
home market is still being carried on— 
more intensively than ever. 

A recent survey of leading gas compa- 
nies conducted by the American Gas As- 
sociation revealed that every one of them 
has a special division working with build- 
ers on the utilization of gas in new hous- 
ing. The smallest builders’ department re- 
ported was a three-man staff of specialists, 
others ranged from six to twenty-nine 
men, plus office and clerical help. 

The builder contact men are usually 
trained housing experts or engineers qual- 
ified to help in making out preliminary 
plans and blueprints, giving advice on lay- 
out, design, sizing of equipment estimat- 
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Gas for New Buildings 


4 ese survey of leading gas companies conducted by the Amer- 

can Gas Association revealed that every one of them has a special 
division working with builders on the utilization of gas in new housing. 
The smallest builders’ department reported was a three-man staff of spe- 
cialists, others ranged from six to twenty-nine men, plus office and clerical 
help. The builder contact men are usually trained housing experts or engi- 
neers qualified to help in making out preliminary plans and blueprints, giv- 
ing advice on layout, design, sizing of equipment estimating, and, finally, 

helping to sell more gas-equipped homes.” 





ing, and, finally, helping to sell more gas- 
equipped homes. 

Many companies reported liberalization 
of their main extension policies, and a will- 
ingness to defer immediate returns on 
main extensions. This kind of liberaliza- 
tion is in line with a recommendation of 
the board of directors of the American 
Gas Association urging “re-evaluation of 
main-extension policies in order to secure 
the maximum economic number of new 
customers.” 
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A FREE engineering survey for proper 
heating of the home, including a 
written estimate of operating costs and a 
comparison with other fuels, is offered in 
many areas. Utilities often consign gas- 
heating equipment to model homes and 
make no charge for gas used during the 
winter season. Trained gas company rep- 
resentatives are available to man the homes 
and to explain the advantages of gas heat 
to prospective buyers. 
Home service department representa- 
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tives put on cooking and laundry demon- 
strations in model homes, and answer con- 
sumers’ questions about appliance opera- 
tion. 

Special promotional literature is pro- 
vided for the use of the builder in cir- 
cularizing prospects, and most of the ma- 
jor companies provide lawn signs and 
other displays calling attention to out- 
standing features—with emphasis, of 
course, on automatic gas appliances and 
equipment. 

Special emphasis is placed on promo- 
tional tie-in efforts with builders of homes 
which utilize the entire family of gas ap- 
pliances—homes which feature gas for 
cooking, water heating, refrigeration, 
heating and air conditioning, clothes dry- 
ing, and incineration. In fact, several com- 
panies have men who specialize in all-gas 
home promotions, including planning and 
production of advertising and publicity, 
organization of materials for special news- 
paper sections and supplements. 

This kind of utility activity sells a lot 
of houses. More important, it sells gas 
appliances and builds new gas load. The 
attendant publicity, in addition, directs the 
attention of entire communities to the 
modernity of gas appliances and the vir- 
tues of gas as a fuel. 


O' course, this is but one phase of the 
industry’s selling effort. The mod- 
ernization market and the replacement 
market are getting similar sales treatment 
by gas companies, appliance manufactur- 
ers, and dealers. And the total effort is 
backed by the powerful national programs 
conducted by the American Gas Associa- 
tion and the Gas Appliance Manufacturers 
Association, as recommended by their 


joint gas industry development commit- 
tee in their program for action. 

Perhaps the potency of this over-all 
effort can be judged by this excerpt from 
a recent editorial in a leading electric in- 
dustry trade publication: 


. .. the one area in which the electrical 
industry is fast losing ground to the gas 
industry and that area is the national 
promotion of gas as a fuel. Many indi- 
vidual manufacturers are doing a splen- 
did job of promoting electric ranges 
and water heaters. And many individual 
electric utility companies are waging a 
stern fight to promote electric cooking 
and water-heating loads. But at the na- 
tional level it is about time we admitted 
that the gas industry is running with 
the ball and taking the public spotlight 
away from us. This is curious because 
gas is the entrenched competition and 
electricity, only in recent years, has be- 
come an important challenger. Yet the 
gas people, far from being complacent, 
are waging the more spirited campaign 
to educate the public to use their fuel 
and appliances. 


HE gas industry, too, has made great 

strides in its 140-year-old history, and 
age has not shortened its strides or slowed 
its pace. 

It yields to no competitor at any level 
—local, regional, or national. It is a 
dynamic industry which has reached its 
highest peak and is headed for new highs. 

It is an industry, we might say, aflame 
with the fire of youth, and guided by the 
wisdom of experience. 

In fact, we might well be called the 
youngest old industry on the American 
scene. 
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“Air Conditioning” Is Bigger 
Than We Think 


The gas industry is going out after the gas air-conditioning load— 

a rich prize now largely held by the electric industry. It is coveted 

especially because of its summer seasonal balancing feature against 

high winter peaks which plague the gas utilities even more than the 
electric companies. 


By JAMES H. COLLINS* 


UDDENLY, a new business contest has 
arisen between those old _ utility 
antagonists, electricity and gas, in 

something called the “heat load.” 

It exploded in the form of a little gadget 
that appeared to be just one more elec- 
trical appliance—the room air cooler. But 
some very hot summer weather over the 
United States led the public to discover 
this device, and buy it out, and get a taste 
of controlled climate, of which ever since 
it has wanted more and more. 

In the electrical industry the room cool- 
er brought such a sharp, short peak of 
summer demand that there seemed to be 
no end of trouble supplying it. Neither 





*Professional writer, resident in Hollywood, Cali- 
fornia. For additional note, see “Pages with the 
Editors.” 
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equipment nor capital is amply available 
to meet the potential; and thus far only 
a small percentage of electrical customers 
are equipped for cooling on a room basis. 
When more of them have coolers, and the 
whole house is cooled, the summer peak 
will be something tremendous. 

So, the electrical industry is turning to 
another device, the “heat pump,” to bring 
back balance in its year’s business. The 
heat pump is spectacular, freezing the heat 
out of air to cool the house in summer, 
and extracting heat from the air, or water, 
or the ground, to warm the house in win- 
ter. Its interest for the public is obvious. 
At present it is expensive, but there is no 
doubt about it being eventually brought 
down to a popular price in some areas. 
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© ler makes the gas industry’s great 
winter load for house heating very 
attractive to the electrical fellows. Tra- 
ditionally, they have rather sympathized 
with gas for being saddled with such an 
abnormal demand, usually short, and not 
always appearing if the winter is warm. 
“Let them have it—we don’t want the heat 
load,” the electrical men have said. 

Now, with the heat pump, they need 
heat load, and want it—say they must have 
it. And in the gas industry this sudden, 
compulsory interest in its heat load might 
be compared to the attentions of a glam- 
our boy, paid to the pretty young wife of a 
substantial citizen. Gas is concerned, and 
taking steps to protect its winter business, 
and its appliance manufacturers have gone 
into research to develop equipment that 
will cool as well as heat. 

Gas has an intensified peak, too. For 
extension of natural gas pipelines to serve 
the great industrial centers has built up 
the winter load to such an extent that old 
oil fields are being rejuvenated in eastern 
states to store gas underground. This is 
expensive, but not so much so as building 
additional pipelines to take care of the 
short winter heating loads. Gas also needs 
cooling business for balance. 

In a way, both utilities appear to have a 
bear by the tail, maybe the same bear. To 
anybody familiar with both industries, and 
their past wars, hot and cold, the situation 
is not terrifying. They have always fought 
tooth and nail, and have always come out 
stronger. This may be a bigger scrap, but 
there is reason to believe that the outcome 
will be the same. 

It may be interesting, and reassuring, to 
look into the past of “air conditioning,” or 
“climate control,” and see that it is a very 
fundamental and American thing, and, at 


this present stage, probably a major new 
American industry. 


| years ago there appeared a book, 

Civilization and Climate, by Ellsworth 
Huntington, the geographer, who de- 
veloped the view that strong, progressive 
nations were made by temperate climate. 
He marshaled evidence from climate con- 
ditions matched against inventiveness, 
productiveness, and wealth, and very con- 
vincingly showed that localities like 
Europe, the United States, and temperate 
lands like those of Inca Peru and Mexico, 
bring out the full abilities of man, and 
that he does not do very well in hot locali- 
ties, like India and Africa. 

Huntington decided that men feel in- 
clined to be more active physically when 
the thermometer is about 60, or between 
55 and 70. That was point No. 1. And 
his second point was that men’s brains 
work best when there is an outdoor tem- 
perature of about 40. He developed a third 
point—that with a moist, temperate 
climate, men are at their best for a change 
of weather every few days. Changes wake 
men up, make them want to do things. 

Great cities are built in temperate 
climates, because weather gives men the 
push, imagination, and will to build them. 
The very schoolchildren in a temperate 
locality excel ‘those in an enervating 
climate, which he proved by statistics of 
the percentage going on to high school in 
different states. 


ee support was given this 

view by Vilhjalmur Stefansson, the 
arctic explorer and champion. Stefans- 
son was of Icelandic stock, and main- 
tained that Iceland proved Huntington 
right. Its capital, Reykjavik, has an aver- 
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age winter temperature of 32, a summer 
temperature of 48, and is never far from 
Huntington’s ideal average of 40. Iceland 
is six-sevenths bare lava, has no coal, no 
forests, raises only a little hay, some pota- 
toes and turnips. Yet on pasture the Ice- 
landers have established a magnificent 
sheep and cattle industry, and on the ocean 
a fish business with profitable exports. 

All this he credited to the stimulating 
character of the climate. The original 
energetic Norwegian stock died out hun- 
dreds of years ago, but the climate 
maintained its energy. Iceland has no il- 
literacy; its people read books in Danish, 
German, English, and French, though not 
having speaking command of those 
languages; they are literary creators, and 
have produced men of genius. 

Similar evidences of climate influence 
were found by Huntington in isolated 
areas like Alaska, where the Indians had 
expressed themselves in arts such as that 
of totem poles, inspired by the cool 
climate. 


HEN Huntington made his studies 
and wrote his book, nothing was 
known of air conditioning. There were 
almost no electrical appliances. Therefore, 
he looked into the future from the stand- 
point of the facts he had, and ventured 
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predictions that some day whole popula- 
tions might be moved, with the seasons, 
from one favorable climate to another, 
and thus increase productivity by provid- 
ing a year of stimulating temperature, 
moisture, and change. 

This was not for comfort, or escaping 
the short hot weather of some localities, 
or the handicapping cold and snow of 
other regions, but for efficiency in work- 
ing—for productivity. 


oo years ago in a book, North 
America, another geographer, J. Rus- 
sell Smith, examined the United States, 
Mexico, the West Indies, and Central 
America from this standpoint of efficient 
climates for industry, commerce, and agri- 
culture, and frequently quoted Hunting- 
ton’s three specifications of temperature 
and change. 

There were still no air-conditioning ap- 
pliances, but Smith maintained that, as a 
theoretical proposition, we would be able 
in time to build large residential structures 
in the tropics, where people could sleep 
and spend two-thirds of the day, and 
motor out to plantations for work. Eight 
or ten hours in the tropical heat would be 
nullified by temperate living conditions 
the rest of the day. He saw no technical 
difficulty in putting whole towns under one 


“UTILITY company support of the appliance industry has not 
been too enthusiastic, basically because utility sales depart- 
ments have not been cultivated and as aggressively managed 


as those in the competitive utility. Two conflicting policies are 
blamed for gas sales problems: some gas companies selling 
appliances themselves, and others building strong appliance 
dealer organizations. This is a sort of two-stool proposition, 
where some companies are undecided about policy, and may 
not put selling ‘umph’ behind appliances.” 
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roof, though nobody then had any idea of 
how it might be done. 

“Great things await us,” he said, “if we 
can keep up the supply of brains, kindness, 
and constructive imagination. Mr. Hunt- 
ington is right, there must be some degrees 
of temperature and humidity that give 
more human effectiveness than others, and 
if he has not found them, we are able to 
find them by experimentation.” 


No with climate control a fact, it is 
not necessary to move working 
populations. Wherever the people are, 
blow hot, blow cold, on the job, or at home, 
they have only to specify their climate, 
chart the natural disadvantages of their 
region, and the utilities will do the rest. 
With vistas like that opening up into 
the future, the present agitation over the 
heat load, who is going to take or keep it, 
seems like the argument of two strange 
bulldogs over a bone. The prospects are 
more important than the bone. 

This heat load argument is transitory, 
but it has served the useful purpose of 
getting the gas industry to make a search- 
ing self-appraisal. A survey of ten test 
cities by an outside research organization 
has shown general weaknesses that must 
be overcome in the utility and appliance 
manufacturing branches of gas. 

Gas has considerable need of large-scale 
research and manufacturing organiza- 
tions, corresponding to the major electrical 
appliance companies. Its appliance manu- 
facturers are vulnerable to price compe- 
tition. 

Utility company support of the ap- 
pliance industry has not been too en- 
thusiastic, basically because utility sales 
departments have not been cultivated and 
as aggressively managed as those in the 


competitive utility. Two conflicting poli- 
cies are blamed for gas sales problems: 
some gas companies selling appliances 
themselves, and others building strong ap- 
pliance dealer organizations. This is a sort 
of two-stool proposition, where some com- 
panies are undecided about policy, and 
may not put selling “umph” behind 
appliances. 

Then, utility companies are sometimes 
hampered by lack of information as to 
who is selling what appliances in their 
territory; such information is necessary 
in planning strong advertising and promo- 
tion programs. 


HE Paul Revere of this contest has 

already ridden over the countryside, 
stirring up the embattled farmers, in the 
person of Sheldon Coleman, a gas appli- 
ance manufacturer. He is president of the 
Coleman Co., Inc., Wichita, Kansas, and 
a year ago, at the American Gas Associa- 
tion convention, he warned that the red- 
coats, in all their might, are coming after 
gas’ heat load. 

During the next five years many mil- 
lions of dollars will go into electrical heat 
pump research, to bring it down in cost, 
and into mass production. 

Atomic energy of the breeder type is 
likely to supply one- to two-cent electricity 
to all parts of the United States. When 
this will be achieved is not yet clear, but 
judging by progress the past fifteen years, 
it might come sooner than is thought. 

Electrical companies can be expected, 
under the pressure of their fantastic new 
air-conditioning load in summer, to offer 
attractive rates for all-year-round cooling 
and heating. 

Add predicted sales of a million heat 
pumps yearly, made by the electrical ap- 
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Appraising the Heat Load 


& ot i po with climate control a fact, it is not necessary to move working 

populations. Wherever the people are, blow hot, blow cold, on 
the job, or at home, they have only to specify their climate, chart the 
natural disadvantages of their region, and the utilities will do the rest. 
With vistas like that opening up into the future, the present agitation over 
the heat load, who is going to take or keep it, seems like the argument of 
two strange bulldogs over a bone. The prospects are more important than 
the bone. This heat load argument is transitory, but it has served the useful 
purpose of getting the gas industry to make a searching self-appraisal.” 
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pliance industry, and it is certain that the 
redcoats have left Boston. 

Natural gas pipelines have been built 
on the heating load, and could not exist 
without it. House heating in large volume 
is vitally necessary to the gas utilities, and 
becoming their major field of growth. 


HAT can the gas industry do? Two 
things, says Mr. Coleman. 

First, develop an all-gas heat pump that 
cools in summer, heats in winter, using 
gas to supply the additional heat needed 
in most cold areas. 
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Second, who is going to develop such 
device? The gas appliance manufacturers 
have not enough money to finance re- 
search, which might require a million dol- 
lars spent over the next four years, and 
which would be better for double that 
amount, or more, in view of the way re- 
search is carried on by competitors. 


A GAS heat pump is perfectly feasible, in 

fact already exists. Climate control is 
simply refrigeration, reversed for heating. 
Power can be supplied by a gas engine of 
internal combustion, external combustion, 
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“AIR CONDITIONING” IS BIGGER THAN WE THINK 


or thermal types. Coleman maintains that 
an efficient gas heat pump can have at- 
tractive cost advantages, competing with 
electricity at even less than one cent per 
kilowatt. 

Moreover, in many areas, such a de- 
vice could be combined with conven- 
tional gas furnaces in homes, giving a 
year-round load for the utility companies 
and for the gas appliance manufacturer. 


HIs year, Mr. Coleman’s company is 

testing his own company’s gas motor 
climate conditioner, in co-operation with 
utility companies, and expects to obtain 
data that will permit final modification of 
the design for actual marketing next year. 
The Coleman device, mounted on top of a 
hot-air furnace, cools air for piping 
through the regular heating ducts. The 
units under test are designed for the mass 
residence market, three- and _five-ton 
capacity; will cost about 20 per cent more 
than comparable electrical units, but will 
have lower operating costs to cancel the 
difference. With natural gas at 70 cents 
per thousand feet, the operating cost is 
estimated at one-half that for an electrical 
unit running on two-cent current. Com- 
plete automatic operation has been built 
into the device, which has 2,000 hours’ 
capacity between seasonal overhauls, and 
10,000 hours between major overhauls. 
Other companies are working with Cole- 
man on the gas motor, compressor, and 
controls. 

Other manufacturers are active in gas 
climate control equipment. Servel, Inc., 
has a three-ton unit for medium-cost 
homes that heats, cools, dries, and 
humidifies the air, as required. The A. O. 
Smith Corporation is reported to have 
spent $30,000,000 on gas refrigeration re- 
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search since 1927, and this research is now 
being directed into gas-fired air-condi- 
tioning channels. The Institute of Boiler 
and Radiator Manufacturers Research re- 
ports that a thousand-dollar installation 
for medium-priced homes has been de- 
veloped, integrating a chilled-water cool- 
ing system with forced hot air or steam 
heating. There are numerous other con- 
cerns active in gas climate control develop- 
ment—names like Carrier, Worthington, 
York, Airesearch, Wood Electric, Cor- 
bell Industries, Solar Aircraft, and others 
crop up in the technical news. 


~~ utility companies are getting be- 
hind the movement with promotion, 
though large production is still some years 
ahead. Next year will see progress to 
hundreds, not thousands of units, accord- 
ing to Sheldon Coleman, with sharply in- 
creased production by 1957. 

As utility companies get into promotion 
they discover that local conditions play a 
great part in their market. It may be that 
marketing will require as much research 
and experiment as the engineering phases. 

For example, Southern California has 
two aggressive gas companies, and they 
are advertising and promoting Servel 
cooling-heating units. But the region has 
very little enervating hot weather, and 
only short spells of cold weather, and thus 
far sales have not been spectacular. But 
that may be due to the newness of such 
equipment, or to promotion methods— 
maybe a good job has not been done, say 
executives, and the promotion continues. 

In contrast, there is Texas, with hot 
weather up toward 100, six months in the 
year, where the outstanding gas condition- 
ing job has been done by one aggressive 
utility company. The Lone Star Gas Com- 
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pany, with more than 690,000 customers 
in 424 Texas and Oklahoma communities, 
may well have things for other utility men 
to learn. 

The only air-conditioned cattle barn in 
the world is in Texas, according to the 
trade journal Gas. It is cooled for humans, 
not the cattle, being an auction sale amphi- 
theater. This utility company has since the 
war pioneered gas cooling, and combina- 
tion systems, in factories, office build- 
ings and other commercial structures, and 
is now equipping moderate-priced new 
homes with cooling units. Typical is a 
four-bedroom brick house, selling for 
$13,500; by designing the house around 
the conditioning system, building econo- 
mies are possible; the Servel cooling unit 
is motorless. 


HEN Henry Ford worked for the 

Detroit electric lighting company, in 
the mid-1880’s, he tinkered at home with 
a gasoline engine. The only internal com- 
bustion engine at that time was the Otto 
engine, run on lighting gas. Not so long 
before, all the electricity that could then be 
sold in Detroit was generated by one Edi- 
son dynamo. The city was the principal 
customer, trying to light the town with 
arc lamps, atop 150-foot steel towers. So 
the single dynamo was at first operated 
only at night. 

Ford’s fellow workers tried to convince 
him that he was wasting his time—the 
coming age was to be the age of electricity. 
But Ford went right ahead, and attending 
an electrical convention in Atlantic City, 
found himself in the same room with Edi- 
son, who had made an address. Ford 


thought he might as well get the opinion of 
“Mister Electricity” himself, and diffi- 
dently explained what he hoped to achieve. 

Edison was immediately interested. He 
listened, and asked questions, and disre- 
garding side issues, went straight to the 
main point. 

“No one kind of motive power is going 
to do all the work of this country,” he 
said. “There is a big future for any light- 
weight engine that can develop a high 
horsepower, and be self-contained. We do 
not know what electricity can do, but I 
take it for granted that it cannot do every- 
thing. 

“Keep on with your engine—if you 
can get what you are after, I can see a 
great future.” 


- some young inventor today were to 
ask Edison’s opinion of a gas-fueled 
climate control device, it is not likely that 
“Mister Electricity” would pay much at- 
tention to who will take over the heat load. 
He would say that the job is too big for 
any one form of power. 

Curiously, Henry Ford was off on a 
side issue at that time. 

A farm boy, he knew what plewing was 
—the biggest power job in the nation. He 
believed that the farmer would welcome a 
gasoline tractor to take over the plowing. 

But it developed that what the farmer 
wanted was a horseless carriage to take 
him to town, one that he could afford to 
buy. That was what everybody wanted, 
and Ford opened up an inexhaustible 
market. 

A generation later, he was able to sell 
a tractor to the farmer’s son. 
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Washington and 


the Utilities 


The “Power Trust” Again? 


_— Washington observers were 
carried back more than a quarter- 
century in memory when the O’Mahoney 
subcommittee of the Senate Judiciary 
Committee opened its hearings on the sub- 
ject of possible monopolistic abuses in the 
electric power industry. Back in the pre- 
New Deal days of the late Senators 
Thomas Walsh of Montana and George 
Norris of Nebraska, the walls of the Sen- 
ate echoed recurrently with the charge of 
“power trust.” Like the ancient Roman 
Senator Cato, who daily called for the 
destruction of Carthage, Walsh, Norris, 
and others of like mind insisted that the 
“power trust” must be destroyed. 

The Federal Trade Commission had al- 
ready investigated and was unable to find 
any power trust. But at the direction of 
Congress it investigated again—for nearly 
eight years—and found enough complaints 
and abuses to make voluminous reports to 
Congress. These in turn formed the back- 
ground of the Holding Company Act, 
which broke up the old holding companies, 
the largest one of which, incidentally, at 
no time controlled more than 11 per cent 
of the operating industry. 























Nevertheless the trust-busting job was 
supposed to have been done very thor- 
oughly by the SEC, in carrying out the 
“death sentence,” making little ones out of 
big ones. So, the latter-day suggestions 
that monopoly is once more rearing its 
ugly head in the electric utility industry 
may come as a surprise. Yet realistic 
Washington observers are not too sur- 
prised, in the light of the pattern for po- 
litical action which seems to be unfolding 
so far in advance of the election campaign 
next year. 


Sie early sessions of the O’Mahoney 
subcommittee failed to produce any- 
thing more than an intrafamily argument 
involving the abortive attempt to merge 
Puget Sound Power & Light with the 
Washington Water Power Company. In 
an effort to show Wall Street banking re- 
lationship, the subcommittee heard from 
several investment banking people who 
were active in a volunteer “stockholders’ 
committee” trying to drum up support 
among Puget Sound stockholders in oppo- 
sition to Puget Sound’s own management 
decision to drop the merger. 

When it was brought out that several 
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of these stockholder committeemen were 
not stockholders themselves, the Wyoming 
Senator O’Mahoney expressed his opinion 
that this was improper. But the SEC had 
already fielded that one by ordering the 
committee to withdraw its circular letters 
because they were not in the approved 
proxy form. 

A good many other people might feel 
that members of volunteer stockholder 
committees ought to be stockholders them- 
selves or at least explain that they are not. 
But just what this has to do with the gen- 
eral welfare or over-all political economy 
of the nation for which Congress could be 
expected to legislate is not clear. After get- 
ting through these early sessions of fairly 
small potatoes, the O’Mahoney committee 
was slated to go into more controversial 
stuff—the Hell’s Canyon case and the re- 
lationship of private electric companies in- 
terested in that development with invest- 
ment banking interests and national utility 
service organizations. 

The role of the Federal Power Commis- 
sion and the policies of the Interior De- 
partment, especially with respect to the 
“preference clause” of the public power 
legislation are all due for a critical going 
over. 


Ww Senator O’Mahoney firmly in 
the saddle, not only as subcommittee 
chairman but also as a member of the In- 
terior Affairs Committee, the hearings are 
tinged with party politics. Senator Dirksen 
of Illinois was on hand to watch out for 
the minority interests. But he said little 
and seemed somewhat bored. The sensa- 
tional charges handed out as a prelude to 
the subcommittee sessions—hinting that 
some small, hand-picked group of “man- 
agers” was trying to tie up the electric 
utility industry in bonds of monopolistic 
control had a distinct campaign aroma. 
Democratic Chairman Paul Butler has 
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made no secret of his party’s determina- 
tion to build up a major issue out of the 
Eisenhower administration’s alleged sym- 
pathy with the utilities and big business 
generally. 

House Majority Leader McCormack’s 
blast at the Air Force’s contract with the 
telephone companies over SAGE, the elec- 
tronic alerting equipment (see post page 
658), and the recurrent sniping at the 
defunct Dixon-Yates and the still pend- 
ing gas producers’ exemption legislation, 
all seem part of a broad antiutility bar- 
rage. Whether it will be politically effec- 
tive is something else, but it is obviously 
in the making. For that matter, most of 
the “investigations” now being conducted 
during the congressional recess are prob- 
ably and inescapably in the same category 
of precampaign propaganda now that the 
1956 White House race seems likely to be 
a wide-open affair in view of the bad news 
from Denver. 

> 


Gas Bill Agitation 


HE Tennessee Public Service Com- 

mission has filed 16 complaints with 
the FPC alleging “unreasonable” natural 
gas producer prices. With this action, Ten- 
nessee, in effect, joins the Wisconsin Pub- 
lic Service Commission and others in an 
attack on the Harris Bill (HR 6645), to 
exempt independent producers from FPC 
control. The Tennessee commission sent 
copies of its complaints to the public util- 
ity commissions in 17 states, inviting them 
to join as interveners in the case. The in- 
vitations went to regulatory bodies 
throughout the Tennessee Gas Transmis- 
sion Company’s service area. 

The Tennessee commission doubtless 
hopes, by this action, to prod FPC into 
prompt and full exercise of its authority 
to regulate rates charged by natural gas 
producers, as established by the Phillips 
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Petroleum Company decision of the U. S. 
Supreme Court. Specifically, the Tennes- 
see commission seeks an investigation of 
natural gas rates charged by 16 compa- 
nies, including Phillips, for gas sold to 
Tennessee Gas Transmission. This devel- 
opment may prove to be the “opening gun” 
in the so-called “consumer state” effort to 
block congressional passage of the Harris 
Bill at the next session. 

Prompt passage of the Harris Bill was 
urged last month at the Independent Nat- 
ural Gas Association convention in Jasper, 
Alberta. W. E. Mueller, president of Colo- 
rado Interstate Gas Company, told the 
meeting that the rate base methods used 
by the FPC in the Panhandle Eastern de- 
cision (3 PUR3d 396) and the contro- 
versy over the Harris Bill focused atten- 
tion on the industry’s fundamental prob- 
lem. Mueller noted that the original cost 
rate base method of pricing production 
prior to the Panhandle Case discouraged 
the acquisition of reserves by both estab- 
lished and new transmission companies. 
For the same reasons, he said, the same 
type of regulation should not be applied 
to the independent producer. 

“Just as certainly as pipeline-owned sup- 
ply has diminished, so will the present 
really important supply now owned by in- 
dependent producers diminish year by 
year if the rate base method of regulation 
is applied to it,”” Mueller said. 


HE effort of the Tennessee and other 

“consumer state’ commissions to 
needle the FPC into more aggressive and 
complete assertion of its jurisdiction over 
the gas producers would hardly seem to be 
necessary in the light of several recent 
decisions of the commission involving as- 
pects of such jurisdiction. Two of these 
decisions involved natural gas sales made 
by independent producers for gas deliv- 
eries at intermediate points prior to the 


completion of the entire production and 
gathering process. In this field, the FPC 
issued two opinions—one affirming a de- 
cision by Chief Presiding Examiner E. B. 
Marsh, holding that by such sales of nat- 
ural gas, Deep South Oil Company, Hum- 
ble Oil & Refining Company, and Shell Oil 
Company were subject to regulation. The 
other, the Dixie Pipe Line Company Case, 
reversed another FPC examiner who dis- 
missed “for want of jurisdiction” some 
twenty independent producer applications 
for natural gas sales certificates. 

FPC held that each of the three pro- 
ducers (Deep South, Humble, and Shell) 
is engaged in the sale of natural gas for 
resale in interstate commerce and is, there- 
fore, a natural gas company under the pro- 
visions of the Natural Gas Act. The com- 
panies contended, unsuccessfully, that 
their sales are not in interstate commerce 
and that even if they were they would be 
exempt under § 1(b) of the act. 

Later last month an FPC examiner’s 
opinion (by Chief Examiner Marsh) took 
what appeared to be the ultimate step in 
asserting FPC jurisdiction over natural 
gas production, even where attempts are 
made to abandon the delivery of such gas 
to pipelines for interstate service. This de- 
cision, in the case of the Skelly Oil Com- 
pany of Tulsa, Oklahoma, goes even fur- 
ther than the decision by the FPC in the 
cases involving the Deep South Oil Com- 
pany, Humble Oil-& Refining Company, 
and Shell Oil Company. 


i bs examiner’s opinion in the Skelly 
Case, however, involved a clean-cut 
test of the right of an intrastate producer 
to terminate deliveries of gas to a pipeline 
company under the express provision of a 
so-called escape clause, specifically author- 
izing the cancellation of further deliveries 
in the event the FPC or any other federal 
agency asserted jurisdiction over the sale. 
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The “SAGE” Attack 


He Majority Leader McCormack’s 
bitter attack on the Air Force’s ar- 
rangements with the telephone companies 
over the financing of the automatic alert- 


ing device installations, known as 
“SAGE,” came somewhat as a surprise, 
considering the bitter tone used. The con- 
tracts setting in motion a $2.4 billion air 
defense communications leasing arrange- 
ment with the Bell system, already had 
been called into question by Comptroller 
General Campbell for reasons of pure legal 
formality. Campbell did not dispute the 
merits of the plan, the need for it, nor the 
propriety of the arrangement He simply 
raised the point that because of the leas- 
ing expenses whereby the property instal- 
lations would remain or eventually become 
part of the telephone company system, 
specific authority from Congress should 
be obtained before the Army used defense 
appropriations for that purpose. 

The Bell system explanation was sim- 
ply to the effect that telephone companies 
were making operating services available 
—at the request of the Defense Depart- 
ment—on the same terms and at the same 
rates generally available to telephone sub- 
scribers. Such rates, it was pointed out, 
are subject to supervision and regulation 
by federal and state commissions. Western 
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Wire and Wireless 


Communication 


Electric, in a separate explanation, pointed 
out that it had been engaged by the Air 
Force through June of 1956 to co-ordi- 
nate engineering and administrative work 
during the construction period of the 
SAGE project. It is responsible for work 
subcontracted, totaling more than $30,- 
000,000. Its fee for all these services is 
$428,500. The company’s previous ex- 
perience with contracts of this nature 
would indicate that the final profit, if any, 
would be small. 


B" Representative McCormack, by vir- 
tue of his party leadership, as well as 
the sharp language used in his attack, 
seemed to be seeking to make a political 
issue out of the matter. Reminiscent of the 
partisan barrage on the now defunct 
Dixon-Yates contract (to which McCor- 
mack compared the Air Force-Bell system 
contracts), McCormack spoke of a “bo- 
nanza” for big business and an administra- 
tion attempt to “bypass” Congress. He 
called the whole thing “shocking.” 
Chairman Cannon (Democrat, Mis- 
souri) subsequently indicated that his 
House Appropriations Committee would 
investigate the disputed contracts. Mean- 
while, the Air Force complained that the 
whole matter had been given wide pub- 
licity and had been specifically brought 
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WIRE AND WIRELESS COMMUNICATION 


forth in congressional hearings June 2nd. 
The Air Force indicated that it would seek 
reconsideration of the Comptroller Gen- 
eral’s action and had some assurance that 
such a plea would be considered. Inci- 
dentally, the contracts were agreed upon 
while former Secretary Talbott was head 
of the Air Force and prior to the installa- 
tion of the present chief of that service, 
Secretary Quarles—who happens to be a 
former career vice president of Western 
Electric, now retired. 

The Air Force plan calls for a gradual 
switchover from manual operation of the 
radar stations that guard U. S. bombers 
to “semiautomatic ground equipment” 
(SAGE). The telephone companies are to 
install special circuits to feed information 
from the radar that picks up the planes to 
control centers and back to strategically lo- 
cated fighter planes, antiaircraft guns, or 
guided missile launching stations. 

When the vast communications setup is 
completed, the Air Force estimates, it will 
cost as much as $240,000,000 annually to 
run it. The equipment, according to the 
plan, will be financed, built, and installed 
by the telephone companies. They will then 
lease it to the Air Force. 


HE Air Force as of September 21st 

has signed only two contracts, com- 
mitting itself to a payment of about #,- 
000,000 to $6,000,000 a year, beginning 
late in 1957. Contracts for seven addi- 
tional communications installations are 
expected to be awarded in the near future. 
Air Force officials claim they have ade- 
quate legal authority for going ahead with 
the contracts and note that no large pay- 
ments will be required until 1958 or 1959. 
The size of the Air Force program, ac- 
cording to Comptroller General Campbell, 
places the SAGE contracts “clearly out- 
side the scope of ordinary utility service 
purchases.” Furthermore, he noted, the 
Air Force contracts commit the govern- 


ment to certain contingent liabilities in 
case it backs out before they are com- 
pleted. In any case, he added, the Air 
Force was in no way permitted to “au- 
thorize contracts or commitments for any 
program or activity not already approved” 
by Congress. A program of “such magni- 
tude” and “so plainly distinguishable” 
from ordinary public utility services re- 
quires “specific authorization” by Con- 
gress, he stated. 
5 


Union Studies Public 
Ownership 

| pore a resolution adopted at 

the last national convention of the CIO 
Communications Workers of America, the 
head of that union, President Joseph A. 
Beirne, has announced the formation of a 
board to study the relative merits of “pub- 
lic as opposed to private ownership” of 
telephone facilities in the United States 
and Canada. 

CWA claims to represent telephone op- 
erating membership in 46 of the 48 states 
and the District of Columbia (mostly Bell 
system companies), three Canadian prov- 
inces, and Hawaii. CWA membership is 
concentrated mainly in Bell system compa- 
nies. The union holds contracts with only 
one government-owned system, Saskatche- 
wan Government Telephones. 

Commenting on his board’s action, 
President Beirne said: 


I personally have always favored 
private ownership of telephone facili- 
ties. However, I have recently returned 
from a world-wide meeting of the Post- 
al Telephone and Telegraph Interna- 
tional, a confederation of unions of 
workers serving communications opera- 
tions throughout the free world. In all 
countries but ours, the communications 
system is government owned and oper- 
ated. 
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Trends in the Gas Industry 

— 272-page annual AGA statistical 

handbook recently became available, 
containing considerable new material. A 
much smaller “Gas Data Book” contain- 
ing “brief excerpts” from Gas Facts is 
also available—22 pages in pocket size. 
Among the new features of the larger 
book are separate income statements and 
balance sheets for pipeline companies 
alone, from 1941 to 1954; data on ex- 
ploratory drilling for natural gas; and de- 
tails of appliance shipments by size, type 
of unit, and month of the year. The new 
edition also includes a table showing, for 
selected cities, the cost (in cents per mil- 
lion Btu) of various residential heating 
fuels since 1941, together with suggested 
fuel efficiency factors. 

The table showing the average wellhead 
price of gas, and the value at point of 
consumption is of special interest, but un- 
fortunately 1953 is the latest year re- 
ported. Following are some of the salient 


figures : 


Average Value at Point 

Wellhead Price Of Consumption* 
Year (Cents Per Mcf) (Cents Per Mcf) 
SOM: Gi katy 5.5 Ze 
Le 4.5 22 
BONS sie 4.9 21 
le ee 6.5 27 
LO Sn 9.2 36 





*Determined by dividing sales volume into 
revenues. 
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Financial News 
and Comment 


By OWEN ELY 


During the postwar period 1945-53, the 
wellhead price advanced 88 per cent, while 
the value at the point of consumption in- 
creased 71 per cent. 


i is a little difficult to reconcile the latter 
figure with the postwar change in the 
index of the retail price of gas, which ad- 
vanced only from 97 per cent in 1945 to 
109 per cent in 1954, or an increase of 12 
per cent. Also, the indexes of net monthly 
retail gas bills show relatively small 
changes in the postwar period. Probably 
the disparity is due to the inclusion of in- 
dustrial sales in the “value at point of 
consumption,” whereas the other figures 
only refer to certain classes of residential 
consumption. In view of recent political 
publicity (in connection with the Harris 
Bill) over the residential consumer bearing 
the brunt of higher wellhead gas prices, 
it would appear worth while to publicize 
the indexes of residential bills, etc. For 
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small bills (10-10.6 therms) the cost was 
about 6 per cent lower at the end of 1954 
than in 1945 and 20 per cent lower than 
in 1932. 

Turning to the table showing the rela- 
tive uses of different sources of energy 
supply in the United States, it is obvious 
that natural gas and oil are rapidly sup- 
planting coal, possibly due to the greater 
labor costs of producing coal, as well as 
the technological gains in the production 
of oil and gas. The table below shows per- 
centages of annual energy supply allocated 
to different factors, for selected years. 

Oil and gas are produced under similar 
conditions and frequently from the same 
wells (about two-thirds of natural gas is 
obtained from gas wells and one-third 
from oil wells) and have enjoyed similar 
gains, while the two branches of the coal 
industry have both declined sharply. The 
contribution by water power remains 
rather unimportant as an energy source, 
despite the great importance attributed to 
it in political circles. 


agape proven reserves of natural 
gas at the end of 1954 approximated 
212 trillion cubic feet compared with 148 
trillion a decade ago at the end of World 
War II. Production last year was 9.4 tril- 
lion cubic feet. The number of new well 
completions continued to gain with nearly 
4,000 gas wells brought in last year, of 
which about 36 per cent were dry. Wild- 
catters drilled 10,815 wells, of which near- 
ly 87 per cent were dry. 

The average gas pipeline company last 
year produced about 15 per cent of its 


e 


Natural 
Year Gas Petroleum 
1900 3% 5% 
1920 4 15 
Psi Sieisexca 13 a2 
1953 23 40 
1954 25 42 
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product and bought 85 per cent. The in- 
dustry continued to expand its miles of 
main line, building some 26,000 miles of 
natural gas pipeline of which 15,000 were 
in distributing lines, 9,000 in transmission, 
and 2,000 in field and gathering lines. The 
industry also continued to expand the 
number of underground storage pools, the 
estimated ultimate capacity of 172 pools 
in 17 states approximating 1.9 trillion 
cubic feet. 

During 1954 the retail section of the 
natural gas industry made rapid sales 
progress, as indicated by the following 
percentage gains over 1953 (some of the 
gains were at the expense of manufac- 
tured and mixed gas, due to the continued 
conversion from manufactured to natural 


gas): 


Cus- Reve- 

tomers Sales nues 

a | re 7% 11% 16% 
COMMETOIAN 6...60:0i8 200s wane 7 10 15 
ETE AD cos ne 11 9 13 
Total, Including Other Sales 7 9 15 


The industry continued to press the sale 
of gas for house-heating purposes. Satura- 
tion varied considerably, ranging from 8 
per cent in New England and 21 per cent 
in the Middle Atlantic area to as high as 
94 per cent in the far western area. All 
areas continued to gain, but naturally the 
best gains were in the areas with the 
smallest saturation. The sale of water 
heaters outstripped that of ranges for the 
first time, 2,281,000 heaters being sold as 
compared with 2,023,000 ranges. 


girs of the gas utility industry is still 
struggling to obtain additional gas 


Bituminous Anthracite Water 
Coal, Etc. Coal Power 
71% 18% 3% 
68 10 3 
47 4 4 
ot 2 4 
i 2 4 
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¢ the postwar period the number of commercial gas customers in the 
United States rose at a faster rate than retail business establishments. 
Volume of commercial gas sales has tripled since 1941. Much of this 
utility gas growth was in the food service field, which has become the 
nation’s fourth largest industry. Americans spend more than $15 billion 
per year on meals consumed outside the home. Nine out of ten of these 
meals are cooked with gas. 
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from southern and mid-continent wells in 
order to supply an unfilled backlog of 
house-heating demand. Other utilities, par- 
ticularly along the eastern seaboard where 
competing fuels can come in by boat with 
resulting lower prices, must continue to 
fight strenuously to expand gas sales 
against this competition. These companies 
stress the advantages of a “clean fuel” and 
avoidance of service charges involved in 
use of oil. 


ge the New York metropolitan area, 

3rooklyn Union Gas has reduced rates 
for heating sharply, and is making good 
progress. Long Island Lighting has made 
smaller reductions but has started an active 
promotional campaign. Consolidated Edi- 
son, which has been converting its cus- 
tomers gradually to natural gas, is now 
getting its house-heating campaign into 
high gear, using home movies “to reach 
the Joneses with whom everybody keeps 
up.” A little over a year ago, according 
to The New York Times, Con Edison set 
out to find out who the “Jones families” 
were in each area. Young women were 
sent out to ring doorbells and locate the 
leaders in each block. The next step was to 
ask these local leaders, “The Joneses,” to 
sponsor picture parties for at least ten 
guests in their home, the company supply- 
ing the movies and an operator plus the 
makings for a party—the hostess being 
rewarded with an electric frying pan or 
a check for her favorite charity. Since 
April, 762 out of a scheduled 1,200 parties 
have been held. In Westchester, three out 
of four new homes are now being 
equipped with gas heating, and in the en- 
tire service area about seven out of ten. 
The number of Con Ed’s new gas heat 
customers this year will exceed last year’s 
by about 50 per cent—perhaps reflecting 
the benefits of the new psychological 
methods as compared with last year’s con- 


ventional advertising methods. The com- 
pany expects a further increase if the 
public service commission approves its re- 
quest for lower rates. (See page 680. ) 


7 is naturally considerable friend- 
ly rivalry between the gas industry 
and the electric utilities over the develop- 
ment of heavy appliances for heating and 
cooling homes, electric ranges, and water 
heaters, etc. The long-term outlook for 
natural gas, as forecast by President Mar- 
vin Chandler of Northern Illinois Gas 
Company, was summarized in this depart- 
ment in the August 4th issue of the 
FORTNIGHTLY. Some of his figures on the 
relative costs of electricity and gas for 
heating purposes (conventional gas heat- 
ing in his company’s area versus the elec- 
tric heat pump) have aroused some dis- 
cussion but space is not available in this 
issue to cover the debate, which is largely 
of a technical nature. 

The gas industry is anxiously awaiting 
the development of a gas prototype of the 
electric heat pump (for combined central 
heating and cooling) and Servel, Inc., is 
said to be working on this. 


a interesting angle in the gas 

industry is the continued progress in 
reducing the cost of manufactured gas. In 
some areas such as New England, the 
price of natural gas is gradually rising 
while the cost of manufactured gas (net 
after by-products sales) has been steadily 
declining, so that the latter is now actually 
cheaper. Of course, this would not apply 
in the South and many other areas where 
it costs less to bring gas from southern 
wells. In any event, manufactured gas can 
no longer be “counted out” as a competi- 
tor of natural gas, particularly in view 
of the possible limits on the long-term sup- 
ply of natural gas. Hall Henry, vice presi- 
dent of Worcester Gas Light Company 
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GAS INDUSTRY EXPANSION 


NEW CONSTRUCTION EXPENDITURES 
MILLIONS OF DOLLARS 
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INCE World War II expansion of the gas industry has averaged post 
nearly one billion dollars per year, or 10 times the rate of pre-war inf 
development. As a result of this expansion, an average of 900,000 new able 
customers per year have been added to utility gas lines which now serve on 
more than 28 million users in the United States. he 
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(in the New England Gas & Electric 
System) and a recognized research au- 
thority in the field, recently gave an ad- 
dress before the New York Society of 
Security Analysts in which he described 
a number of promising research projects 
now being conducted by AGA and some 
of the gas companies. He anticipated still 
further progress and envisaged the pos- 
sibility that in future decades the industry 
might again turn to manufactured gas on 
a large scale, possibly with plants located 
at coal mines. 

It is unfortunate that conditions in the 
gas industry, unlike those in the electric 
industry, vary so widely in different cities 
and areas, which makes it difficult to gen- 
eralize. The “Gas Data Book” gives 1954 
relative costs (in cents per million Btu) 
as follows for competing fuels in different 
cities : 

Bituminous Fuel 


Coal Oil Gas 


Pe 62¢ — 58¢ 
Cincinnati ...... 62 — 70 
Cleveland ....... 70 _ 57 
Co 69 107 80 
Piouston ........ — — 55 
Kansas City .... 41 98 56 
Los Angeles .... _- _- 56 
Minneapolis ..... 88 98 76 
Pittsburgh ...... 42 — 56 
Portland, Ore. .. 96 101 159 
oe ec 65 — 76 
San Francisco ... — — 46 
Washington ..... _ 105 113 


+. oe 1935 the price of bituminous coal 
has risen 119 per cent in price, fuel 
oil 126 per cent, and natural gas only 8 
per cent, according to the Bureau of Labor 
indexes of retail prices (applicable to 
wage earners and lower salaried workers 
in large cities). These basic price trends 
in competing fuels were what has given 
the gas industry its great impetus in the 
postwar period, when coal and oil reflected 
inflationary trends and gas became avail- 
able in many new areas through the con- 
struction of new pipelines. 

Whether the industry can maintain its 


present growth tempo may depend some- 
what on Congress’ final action on the 
Harris Bill or similar legislation early 
next year, as well as the progress by regu- 
latory agencies in reducing regulatory lag 
on rate adjustments. Last year (accord- 
ing to data in Gas Facts) the industry was 
able to take less than 10 per cent of gross 
to net income compared with nearly 143 
per cent in 1950. Earnings of natural gas 
distributing utilities were at the rate of 
about 5.1 per cent on gross plant value, as 
compared with only 4.7 per cent in the 
year before and as high as 6.5 per cent 
in 1950. Transmission companies earned 
5.1 per cent in 1954, the same as in the 
previous year. 


fen industry continues to plan for sub- 
stantial additional construction. Ex- 
penditures by utility and pipeline com- 
panies reached a peak of $1,462,000,000 
in 1951 but declined sharply in the follow- 
ing year, and in 1954 amounted to only 
$1,055,000,000. Estimated expenditures 
for 1955 are $1,385,000,000, which figure 
may be broken down as follows: 


Per 

Millions Cent 

Production and Other Storage $ 92 7% 
TRAVSHMSSHON 6 5 ois.<4-0%osia'eciistc 725 52 
Underground Storage ....... 74 5 
ISEETMIOD © <.<.4s:0'd shies es 441 32 
Ey? ic ee ene nee eaten 53 4 

BCA edo 8 Soe eas $1,385 100% 


So far as the industry can foresee, with 
construction of major new pipelines now 
tapering off, over-all expenditures for 
later years are estimated as follows: 1956, 
$1,205,000,000; 1957, $974,000,000; and 
1958, $751,000,000. 


6 dens gas industry estimates future gas 
requirements (based on anticipated 
sales gains) as follows, in therms: Space- 
heating requirements are expected to in- 
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crease nearly 26 per cent during 1955-58, 
although peak requirements will be up 
only 23 per cent. Other residential require- 
ments (a little over half of heating gas) 
should gain about 14 per cent in the three- 
year period. Commercial sales may in- 
crease 16 per cent and peak requirements 
19. Firm industrial and miscellaneous 
business should grow 14 per cent and peak 
loads about the same. Interruptible sales 
and company use would increase only 
slightly, due to the greater use of gas for 
summer storage. 

The figures on gas utility financing 
presented in Gas Facts are a little difficult 
to interpret, because some of the tables 
include an admixture of electric utility 
construction financing. Perhaps the table 
most representative of the straight gas in- 
dustry is that on page 174 for “All 
Selected Gas Operating Companies.” 
However, these figures include a substan- 
tial amount of refunding operations. The 
“new-money” financing of straight gas 
companies in 1954, as reported by the 
Irving Trust Company, totaled $705,000,- 
000 as follows: 


Bonds —Sold to Public ....... $414,263,000 
—Sold Privately ....... 218,560,000 
Preferred—Sold to Public ....... 28,708,000 


—Sold Privately ....... 3 
—Offered to Stockholders 6 
7 


Common —Sold to Public ....... 
—Offered to Stockholders 25,564,000 


$705,172,000 


In the first eight months of 1955, new- 
money financing as reported by Irving 
Trust totaled $677,000,000, so that this 
year’s financing (which includes raising of 
funds for two major pipelines) should 
considerably exceed last year’s. 


¥ 


Natural Gas Earnings 


pee 37 pipeline companies for which 
the FPC reports aggregate earnings 
made an excellent report for the month of 
June, with revenues up 22 per cent and 
net income 36 per cent. The sharp increase 
in revenues may reflect larger amounts of 
gas going into storage during the sum- 
mer months, as well as rate increases. For 
the twelve months ended June 30th gains 
were more moderate, revenues being up 
about 15 per cent and net income 14 per 
cent. A balance sheet item of interest was 
the increase of 17 per cent in the reserve 
for depreciation and amortization, com- 
pared with a gain of only 9 per cent in 
gas utility plant. 


RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


9/21/55 Divi- 


1954 
, Price dend 
(Mil. ) About Rate 
Pipelines 
$ 4 O Alabama-Tenn. Nat. Gas 20 $ .60 
14 O East. Tenn. Nat.Gas.... 11 .60 
44 S Mississippi Riv. Fuel.... 29 1.40 
48 S Southern Nat. Gas ...... 34 1.60 
143 O Tenn. Gas Trans. ...... 42 1.40 
150 O Texas East. Trans. ..... 30 1.40 
68 O Texas Gas Trans. ...... 25 1.00 
63 O Transcont. Gas P. L. .. 37 1.40 
Averages ........ 
Integrated Companies 
122 S American Nat. Gas ..... 59 $2.20 
30 O Colo. Interstate Gas .... 64 1.25 
260 S Columbia Gas System... 17 .90 
9 O Commonwealth Gas ..... 7 (a) 
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Share Earnings* 
Cur- Price- Div. Com. 





Approx. rent % In- 12 Mos. Earns. Pay- Stock 
teld Period crease Ended Ratio out Equity 








$1. : 20% June 12.1 36% 42% 
41 June 19.0 103 14 
1 3 9 June 15.8 77 54 
1.98 1 June 17.2 81 26 
2.01 14 —_ June 20.9 70 #£20 
1.74 NC Mar. v2 8 2 
1.63 7 June 15.3 61 27 
2:11 8 June 17.5 66 21 
4.2% 16.9 72% 
3.7% $3.41 1% June 17.3 65% 39% 
2.0 3.49 76 June 183 36 29 
53 1.11 39 = June 15.3 = 81 42 
4.0a Bk 15 Dec. 127 — 69 
666 
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10 A. ‘Consol: “Gas Util) ...... 13 75 5.8 6 D16 ~~ Apr. 13.5 78 «= 59 
213 S$ Gonsol. Nat. Gas ....... 35 1.50 4.3 2.72 13 June 12.9 55 66 
144 S_ El Paso Nat. Gas ....... 45 200 44 2.28 D10 June 19:7 <“88F 22 

34 S Equitable Gas .......... 28 140 5.0 1.93 5 June 14.5 73 31 

12 O Kansas-Nebr. Nat.Gas.. 38 1.20 Hed 130 D24 Dec. ae 92 32 

78 5 ‘Lone Star Gas) ........0. 31 140 45 1.98 19 June 15.7 71 44 

22 S Montana-Dakota Utils... 29 100 3.4 1.36 7 June 2u3 74 = o31 

18 O Mountain Fuel Supply .. 30 120 40 1.61 10 June 18.6 75 59 

64 S National Fuel Gas ...... 21 100 48 1.58 15 June 13.3 63 58 

89 S Northern Nat.Gas...... 43 200 47 23 35 June 33 62 3 

37 S Oklahoma Nat. Gas .... 23 1:20 852 1.76 20 = July 13.1 68 32 

87 S Panhandle East. P.L.... 79 3.00# 3.8 463 NC June 1 65 34 

10 O Pennsylvania Gas ...... 29 100 3.4 1.79 126 ~= Dec. 162 56 #7 
146 S_ Peoples Gas Lt. & Coke . 155 7.00 4.5 10.48 D3 June 14.8 67 37 

27 O Southern Union Gas .... 24 100 42 1.33 39 Dec. 18.0 75 38 
215 S United Gas Corp. ....... 32 150 4.7 1.94 D9 = June 16.5 77 = «42 

Averages ........ 4.2% 15.9 70% 
Retail Distributors 

23 A. Alabama Gas) sic. secese 36 6 $1.28 = 3.6% ~=—s $1.93 12% july 18.7 66% 44% 

42 A Ark.-Louisiana Gas ..... 16 50 J 61 15 June — 82 49 

36 O Atlanta Gas Light ...... 30 120 40 2.20 June 13.6 55 39 

5 O Berkshire Gas ......... 13 80 6.2 97 111 June 13.4 82 37 

4 O Bridgeport Gas Light ... 27 140 52 2.05 21 June 13.2 68 45 

46 S Brooklyn Union Gas .... 33 1.80 5:5 2.60 5 June 12:7 69 46 

29 O Central Elec. & Gas .... 17 80 4.7 1.40 26 June 12.1 57 16 

10 O Central Indiana Gas .... 17 80(b) 4.7 .99 60 June 17.2 81 62 

4 O Chattanooga Gas ....... 7 30 = 4.3 .28 — May 25.0 107 43 

Ci Oe CS 27 136 606510 1.83 5 June 14.8 74. 46 

6 © ‘Bartterd Gas .......... 39 2.00 St 2.97 NC Feb. 13.1 67 52 

2 © Haverhill Gas’ .......... 51 260 = 5.1 3.19 2 = July 160 82 71 

14 O Houston Nat. Gas...... 25 100 4.0 2.15 6 July’54 116 47 22 

14 O Indiana Gas & Water.... 19 92 48 1.32 16 uly 144 70 46 

6 A Kings Co. Lighting .... 15 20 60 1.16 DS June 12.9 is)6 OZ 

36 S Waclete Gas: iis cscs 154 72 46 96 17 June 16.1 75 38 

3 O Michigan Gas Utils. .... 21 .90 4.3 1.24 23 Dec. 16.9 73 41 

3 © Midsouth Gas .......... 11 — — 50 — Dec. 220 — 30 
31 O Minneapolis Gas ........ 26 1.25 48 1.63 16 June 16.0 77 44 

13 O Mississippi Valley Gas .. 20 1.00(d) 5.0 165 NC May 12.1 61 29 

8 O Mobile Gas Service ..... 22 20 «4.1 1.79 32 June 12.3 50s 31 

7 O New Haven Gas........ 30 1.60 5:3 2.58 38 Dec. 11.6 62 64 

9 O New Jersey Nat. Gas... 25 100E 4.0 1.76 35 June 14.2 S57 26 
62 O North. Illinois Gas ..... 21 80 3.8 114 NC July 184 70 49 
183 S Pacific Lightiie ........ 41 2.00 49 2.61 52 June 1857 77 44 

12 O Pioneer Natural Gas.... 31 320433 1.88 28 June 16.5 70 47 

12 O Portland Gas & Coke.... 30 50 863.0 2.14 33 June 140 42 41 

2 O Portland Gas Light ..... 12 15. 163 1.08 19 Dec. 111 69 24 

8 A Providence Gas ........ 48 48 52 27 ~—s— Dee. 12 926 162 

3 A Rio Grande Valley Gas .. 3 AZ 4.0 26 15 June PES 46 62 

6 © Seattle Gas: .caccccscewe 15 40 27 65 Dil June 251 62 60 

8 O South Jersey Gas ...... 25 120 48 1.62 17. Feb. 15.4 74 52 
23 S United Gas Improvement 38 2.00 53 2.06 NC July 18.4 97 ~=—s 63 
33 S Washington Gas Light .. 41 2.00 4.9 2.78 20 June 14.7 V ff 42 

6 O Western Kentucky Gas.. 14 60 43 1.06 14 ~—Dec. 132 S7 38 

Averages ........ 4.6% 15.3 70% 
& 
RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND WATER UTILITIES 
Share Earnings* Approx. 
1954 9/21/55 Divi- Cur- Price- Div. Com. 
Rev. Price dend Approx. rent % In- 12 Mos. Earns. Pay- Stock 
(Mill.) About Rate Yield Period crease Ended Ratio out Equity 


Communications Companies 


Bell System 
$4,784 S Amer. T. & T. (Cons.) .. 181 $9.00 5.0% $12.39** 6% May 146 73% 65% 
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220 
163 
259 
632 

81 
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Bell Tel. of Canada ..... 
Cin. & Sub. Bell Tel. . hee 


Mountain Sts. T. & T 


New England T. & T. Sag 
Pacific Tel. & Tel. ...... 
So. New England Tel. ... 


PAMETARCS: 6605255 


Independents 


Calif. Water & Tel. .... 
Central Telephone ...... 
Continental Tel. ........ 
Florida Telephone ...... 
General Telephone ..... 
Inter-Mountain Tel. .... 
Peninsular Tel. ......... 


Rochester Tel. 
Southeastern Tel. .. 


Southwestern Sts. Tel. .. 


United Utilities ......... 


West Coast Telephone... 


Western Union Tel. 


Averages 


Transit Companies 


ONODONNONOOY 


Canttal Transit ......... 
Cincinnati Transit ...... 
Dallas Ry. & Terminal .. 
Greyhound Corp. ........ 
Los Angeles Transit .... 
Natd: City GAs .....055 
N. Y. C. Omnibus Corp. . 
Pile. “PEARS ....000000 
Rochester Transit ...... 
St. Louis P. S 
Din tate We. 4. 58. ces 
United Transit 


PAVETARES o.4.%5<% 


Water Companies 


Exchange. 
otherwise indicated. **On average shares. 
1954, and in previous year. 


Holding Companies 
American Water Wks. ... 


N. Y. Water Service .... 


Operating Companies 


Bridgeport Hydraulic .. 
Calif. Water Service .. 

Elizabethtown Water ... 
Hackensack Water 


Jamaica Water Supply ... 


New Haven Water ..... 
Ohio Water Service .... 
Phila. & Sub, Water .... 
Plainfield Union Wt. ... 
San jose Water ........ 


Scranton-Springbrook ... 


Southern Calif. Water .. 
West Va. Water Serv. .. 


Averages 


A—American Stock Exchange. 
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2.00 3.8 2.43 5 
4.50 5.1 5.16 26 
6.60 4.5 8.20 i7 
8.00 5.8 7.78 D6 
7.00 54 9.78 24 
2.00 4.8 2.18 8 
4.9% 
$1.00 5.0% $1.34 14% 
.90 4.5 1.83 31 
1.00 32 1.70 38 
80 4.4 1.07 40 
1.28 3.1 2.20 38 
.80 5.3 92 26 
1.80 45 221 16 
1.00 4.8 1.50 28 
.90 5.3 1.48 38 
1.00 4.8 1.31 18 
1.20 52 1.60** — 
1.00 5.0 1.27 D110 
1.00 4.3 1.89** 12 
4.5% 
$ .80 8.0% $.75 D23% 
30 6.0 13 D86 
70 5.0 2.21 21 
1.00 6.7 1.40 19 
1.00 6.3 99 #=D21 
1.40 6.1 2.76 17 
2.00 8.0 271E NA 
.30 2.0 Deficit — 
40 8.9 44 D23 
1.40 10.0 79 D35 
160 10.0 Deficit _ 
—_— — 53 D28 
7.0% 
$ .50 5.0% $ .91 3% 
80 iZ 1.96 40 
1.60 5.2 1.49 D5 
2.20 5.0 2.50 D2 
5.00 3.6 6.34 D5 
2.00 4.7 3.26 D8 
1.80 4.5 2.94 9 
3.00 5.1 4.42 76 
1.50 5.6 1.78 D8 
1.00(c) 2.9 2.45 — 
3.00 54 4.00 8 
2.00 4.1 3.30 56 
.90 4.7 1.35 2 
65 4.3 1.02 4 
1.40 4.4 i3i** Di2 





4.6% 


(a)—Paid 4 per cent stock dividend. 
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Dec. 
Dec. 
May 
June 
May 
Dec. 


July 
June 
June 


June 


Dec. 


June 
June 


Dec. 
July 
Dec. 
Dec 

June 
Dec 

June 
Dec. 
Dec. 
July 
June 
June 
June 


O—Over-counter or out-of-town exchange. 
D—Decrease. *Earnings are calculated on present number of shares outstanding, except as 
A 2 per cent stock dividend was also paid December 31, 
(b)—Paid 10 per cent stock dividend. 
(c)—Paid 5 per cent stock dividend. (d)—Paid 25 per cent stock dividend. (e)—Company to be liquidated. 
NC—Not comparable. E—Estimated. NA—Not available. 
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18.2 
16.8 
18.6 
16.1 
18.1 
14.0 
11.5 
16.0 
14.4 
15.7 
12.2 


15.2 


13.3 
6.3 
10.7 
16.2 
9.2 


10.2 
177 
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32 
71 
99 
51 
74 
91 
177 








74% 


16% 


S—New York Stock 
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What Others Think 





The Judgment Factor in Cost-of-capital 
Opinion Testimony 


i = greater independence from judi- 
cial review provided by the Hope 
Natural Gas decision (1944) 320 US 
591, 51 PUR NS 193, 88 L ed 333, has 
resulted in new responsibility and author- 
ity for utility regulatory commissions. The 
concurrent abandonment of the fair value 
principle as the “law of the land” has re- 
lieved some of the controversy over rate 
base and moved the rate of return de- 
termination to the forefront. In light of 
these developments, Dr. Fred P. Morris- 
sey, professor of finance, public utilities, 
and business economics at the University 
of California, writing in the August, 1955, 
issue of Land Economics, has occasion to 
evaluate the cost-of-capital approach now 
widely advocated as a scientific approach 
to the determination of the reasonable rate 
of return. His interesting article, “A Re- 
consideration of Cost of Capital and a 
Reasonable Rate of Return,” is intended 
to put the “science” in its proper perspec- 
tive by spotlighting moments in past rate 
cases where the “scientists” have gone be- 
yond their statistics. Rule-of-thumb 
guesses based on judgment and opinion, 
have often been a large factor in determin- 
ing the final cost-of-capital approach to 
rate of return allowance. Dr. Morrissey 
would have us recognize the importance 
of this, not only for the individual rate 


case, but in terms of the ultimate validity 
of the cost-of-capital approach to the rate 
of return. 

The Supreme Court stated the legal re- 
quirements for a fair or reasonable rate 
of return in the Bluefield decision (262 
US 679, PUR1923D 11, 67 L ed 1176), 
requirements which are reducible to three 
criteria: (a) the capital attraction stand- 
ard, (b) the credit maintenance standard, 
and (c) the comparable risk standard. Dr. 
Morrissey states that many utility com- 
panies have emphasized the latter two, 
with particular emphasis on the compari- 
son with other business of corresponding 
risks. The opponents of rate increases tend 
to favor the capital attraction standard, 
claiming that a rate of return adequate to 
attract capital to a utility must also main- 
tain the company’s credit (or else it could 
not obtain the capital) and must be 
equivalent to whatever rate of return an 
investor could reasonably expect from al- 
ternative investments of comparable risk. 

The author continues: 


As a result, many rate of return wit- 
nesses have adopted this capital attrac- 
tion criteria as all-inclusive and have 
sought a rate of return which will be 
“capital attracting.” A common ap- 
proach is the use of the so-called “cost 
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of capital”— a much used and much 
abused term subject to variable connota- 
tion and calculation. One source of con- 
fusion is due to the absence of distinc- 
tion between the definition of “cost of 
capital” and the approach, method, or 
formula utilized to arrive at this “cost 
of capital” expressed in percentage 
terms. In part, the controversy which 
has been carried on in rate hearings and 
in the academic and trade journals is 
directed at whether the term “cost of 
capital” is synonymous with a fair rate 
of return, but also is directed at whether 
a per cent figure derived by the so-called 
cost-of-capital formula, is an appropri- 
ate and fair rate of return. The latter 
appears to be the real issue. 


fein this introduction, Dr. Morrissey 
proceeds to an appraisal of the prin- 
ciples of the cost-of-capital technique as 
applied by witnesses in rate of return cases. 
His concern is not with any issue posed 
by inflation, but rather with the underlying 
assumptions, techniques, and alleged ad- 
vantages of the “‘cost-of-capital” method. 
Since every witness uses his own formula 
or method to arrive at representative earn- 
ings, dividends, capitalization rates, and 
capital structure, the writer found it neces- 
sary to review the detailed testimony of 
experienced rate of return witnesses, who 
have utilized the “cost-of-capital” ap- 
proach. Specifically, he directed investiga- 
tion at (a) the definition of the term 
“cost of capital” and whether or not the 
term so defined was equated to a fair rate 
of return, and (b) the technique or pro- 
cedure used for measuring the cost of 
capital, especially the most significant and 
controversial item, the cost of equity capi- 
tal. He concludes with an appraisal of 
these findings and with some instructive 
remarks on the appropriateness and 
relevance of the “cost-of-capital” tech- 
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niques to a fair or reasonable rate of re- 
turn. 

In the definitions of “cost of capital” 
utilized by rate of return witnesses, Dr. 
Morrissey finds a fair degree of uniform- 
ity. One difference, however, derives from 
qualifications that well-known experts 
have often imposed on the impact of rais- 
ing new capital on the present stock- 
holders. 


._ definition generally used for the 
term is: “... the competitive market 
price that must be paid to attract new 
money to this company in view of the al- 
ternative investment opportunities with 
allowances for differences in risk.” But 
qualifications are often added, at least one 
of which is of great significance. As one 
expert stated it, “In a broad sense (the 
cost-of-capital standard) . . . refers to 
whatever rate of return is deemed ade- 
quate to maintain sound corporate credit 
and to permit a public utility company 
under efficient management to raise new 
capital without impairing the integrity of 
the existing investments.” 

The qualification added here is vital to 
the welfare of present security holders, as 
Dr. Morrissey points out. Practically any 
corporation with an earnings position can 
raise capital. Common stock can be sold, 
often even to existing stockholders, if the 
offering price is favorably low. It is ele- 
mental, the writer maintains, that con- 
sideration be given to the effect of raising 
new capital on the position of present 
security holders—a_ situation already 
recognized by law in “pre-emptive right” 
requirements in most states. Consequently, 
any definition ignoring this situation is 
deficient and if adhered to may work an 
injustice on existing security holders. 
While acceptance of this qualification may 
merely shift the burden to a determination 
of what constitutes impairment of the in- 
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tegrity of the existing investors, in any 
case, the author declares, it indicates that 
the first definition of “cost of capital” has 
a great weakness, if presented as an 
equivalent of fair rate of return. 


D* MorrissEY quotes liberally from 
testimony of witnesses and from an 
FCC report in seeking to determine how 
far “cost of capital” has been regarded as 
equivalent to a “fair rate of return.” He 
finds contradictions and no little confu- 
sion. He notes that the FCC report initial- 
ly equates the two, but later states that the 
“cost of capital” is properly usable in the 
best situations only as an indication of the 
minimum below which the rate of return 
may not reasonably be fixed. This latter 
view found substantiation from one ex- 
pert in a California rate case: “.... It is 
my opinion that the fair rate of return 
will be found between (1) a lower limit 
which might be considered as a confisca- 
tory rate of return, a return less than cur- 
rent capital costs, and (2) a return so 
high as to be uneconomical and burden- 
some to the ratepayer.” Another witness 
in the same case suggested that the cost 
of capital and the fair rate of return 
might be equal, but that there might be a 
differential in some cases, a “matter of 
general judgment” rather than statistical 
analysis. In another and later case, the 
same witness claimed that a fair rate of 
return is synonymous with a “full cost of 
capital” whereas a “bare-bones” cost of 
capital lies at the bottom of the range of 
reasonableness. This witness defines the 
“bare-bones” cost of capital in terms of 
whether or not liberal estimates of cost 
of additional debt and preferred financ- 
ing, of pressure, of capital structure, of 
earnings-price ratio are used. 

Another witness Dr. Morrissey quotes 
threw additional doubt on the preciseness 
of cost-of-capital techniques in relation to 


the fair rate of return when he said that a 
reasonable result could be reached “with 
the necessary corrections for business 
conditions and other unmeasured factors, 
as a measure of a fair rate of return.” 


— another suggests that a fair rate 
of return and “cost of capital” are 
synonymous if, in calculating the latter, 
something is allowed for retained earn- 
ings and for costs of floating new issues 
of securities; 1.¢., a requirement which 
might put this approach in line with “full 
cost of capital,” the “bare bones cost”’ be- 
ing defined as the cash cost (the actual 
cash payments on interests and dividends 
for the year), which falls short of a fair 
rate of return. Two other witnesses in- 
clude an allowance for retained earnings, 
then equate cost of capital and a reason- 
able rate of return. 

In general, Dr. Morrissey describes two 
main streams of thought, one utilizing a 
“cost-of-capital” technique but denying 
equivalence of the result to a fair rate of 
return, the other considering the “cost of 
capital” synonymous with reasonable rate 
of return providing the “bare-bones cost 
of capital” is not employed. On the sub- 
ject of a “bare-bones” cost of capital, Dr. 
Morrissey finds at least three separate and 
distinct versions. One is stated in terms 
of cash cost, another in terms of the de- 
gree of liberality of calculations used, a 
third in what several witnesses would call 
the “full” cost of capital and which they 
would equate to a fair and reasonable rate 
of return. “However,” Dr. Morrissey 
goes on, “there does appear to be a degree 
of agreement; whenever a witness uses 
the term ‘bare-bones’ cost of capital, to 
that witness it appears to mean a rate of 
return that is near the lower end of the 
range of reasonableness. At best one can 
say that there is a distinct lack of unanim- 
ity of opinion among witnesses who have 
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favored the ‘cost-of-capital’ approach, as 
to the significance of their results in rate 
of return proceedings.” 

Dr. Morrissey adds: 


The methods employed in arriving at 
the “cost of capital” are not uniform 
from one witness to another, yet there 
is an underlying thread common to 
most of them .. . First, a utility’s capi- 
talization or long-term capital is estab- 
lished as 100 per cent and is segregated 
into (a) the long-term debt component, 
(b) the preferred stock component, and 
(c) common stock equity component, 
including earned surplus. The next step 
is to compute the cost of debt capital, 
the cost of the preferred stock (in each 
case the interest and dividend costs plus 
flotation and amortization of premium 
or discount are included), and finally 
the cost of the common equity capital. 
These component costs are weighted on 
the basis of their proportion in the capi- 
tal structure and an average deter- 
mined. The costs of the senior securi- 
ties are not subject to much controver- 
sy since the actual imbedded costs of 
debts and preferred are used, plus the 
current cost of new senior financing 
where this is clearly contemplated in 
the near future. But the different meth- 
ods used in deriving the cost of equity 
funds raise unresolved issues. . . 


N addition, many of the “cost-of-capi- 

tal” proponents stress the necessity of 
adjusting the capital structure to conform 
to some standard, on the assumption that 
debt capital is cheap money and a high 
debt—low equity ratio will thereby reduce 
the computed cost, according to Dr. Mor- 
rissey. He states that this adjustment to 
an ideal structure introduces a judgment 
factor which is not only difficult to sub- 
stantiate but also difficult to refute. But 
it is clear that if a commission adopts a 
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rate of return of 6 per cent assuming a 35 
per cent equity ratio, for example, and 
the company has favored and utilized an 
equity ratio of 50 per cent, then unless 
the company adopts the capital structure 
assumed by the commission, the return 
on the common equity will be deficient— 
a result which alone may depress the mar- 
ket price of the stock and force compli- 
ance by the company. 

But the most serious debate, the author 
feels, centers around the determination of 
the cost of equity capital to the public 
utility corporation. Since the common 
equity holder’s claim is of a residual na- 
ture, he enjoys no legal commitment to 
receive either earnings or dividends. What 
he does receive is a proportionate claim 
to the future earnings of the company, 
and what he purchases is basically ex- 
pected future income, income which may 
be received either in terms of dividends 
or capital appreciation. On this point, Dr. 
Morrissey states, it should be obvious that 


‘historical amounts paid out in dividends 


to common stockholders, or earnings re- 
alized, cannot be accepted as determina- 
tive of the cost of equity capital for the 
purpose of reaching return requirements. 


HE very residual nature of common 

stock denies that historical dividends 
or earnings of past periods are guaran- 
teed for the future, and any procedure 
which mechanically assumes that inves- 
tors are buying past earnings or dividends 
(or that these earnings or dividends are 
the best approximation to future require- 
ments) is contrary to reality. The author 
explains : 


The “cost - of - capital” proponents 
commonly determine this cost of equity 
capital by means of earnings-price ra- 
tios or dividend-price ratios, or both, 
and assume that the rates at which 
earnings or dividends are capitalized in 
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the recent past represent the cost of 
common equity. The first issue then is 
whether investors are buying earnings 
or dividends and accordingly whether 
one should use earnings-price ratios or 
dividend-price ratios in determining the 
cost of equity capital. This matter pre- 
sents a real dilemma to the cost-of-cap- 
ital witness because in most cases a dif- 
ferent “cost” figure will result depend- 
ing upon which is used. Further, the 
use of the dividend-price approach in- 
troduces the additional problem of a 
“pay-out” ratio—the percentage of net 
earnings paid out in common stock divi- 
dends. 

In brief, the use of earnings-price ra- 
tios assumes that investors are buying 
the future earnings of the company, 
and the price paid for these earnings 
takes into account all other relevant fac- 
tors such as growth, differences in com- 
petition, pay-out, efficiency of manage- 
ment, etc. 


According to the FCC report, quoted 
by Dr. Morrissey, it seems generally to be 
conceded that the long-run average earn- 
ings-price ratio, more accurately than any 
other single factor, reflects the investor’s 
composite evaluation of all fundamental 
influences affecting the corporation. One 
of the witnesses, earlier quoted, agreed 
that earnings-price ratio for one company 
reflected the market evaluation of that 
company’s depreciation policy, pricing, 
dividend policy, etc., and required no ad- 
justment. If, however, the analyst is de- 
riving a cost of equity for Company A 
with a pay-out of 80 per cent, from the 
earnings-price ratio of Company B with a 
pay-out of 95 per cent, then an adjustment 
may be in order. 


NOTHER witness, in putting many re- 
strictions on the proper use of earn- 


ings-price ratio, went so far as to suggest 
that due weight should be given to future 
or anticipated earnings, and that its use 
should be confined to situations where 
earnings of a given year or where average 
earnings of an immediately past period 
closely approximate future earnings. This 
witness, says Dr. Morrissey, seems to be 
unaware that the raison d’etre for the rate 
proceeding is to determine the allowable 
future earnings. 

Still another witness, says the author, 
developed a new approach to the use of 
earnings-price ratios, although he claimed 
he was only changing the facts. He testi- 
fied at a rate hearing that “In an effort to 
normalize earnings for that year I tried 
to put myself in the position of an inves- 
tor in that year to determine whether or 
not in his opinion he would conclude that 
the earnings of the company for that year 
were going to be the average normal fu- 
ture earnings subsequent to 1947.” Thus 
this witness introduced a “normalization” 
process—a subjective adjustment of the 
actual ratio to what the witness thought 
the investor thought it was! The point 
demonstrated, says Dr. Morrissey, is the 
variability of approach and lack of pre- 
cision in the earnings-price approach. 


Oe expert, in a Bell telephone rate 
case, used three methods to determine 
the cost of equity: (1) the alternative in- 
vestment opportunities in other types of 
equity securities; (2) the market experi- 
ence of AT&T stock itself, and (3) the 
actual cost of money to the Bell system, 
based on postwar issue prices. He came 
up with a “cost-of-capital” figure by all 
three methods within the range of 83 to 
94 per cent. 

In a West coast telephone rate case, 
another expert used five different ap- 
proaches and reached four different an- 
swers, ranging from 8.33 per cent and 
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8.76 per cent. Yet, says Dr. Morrissey, he 
estimated the cost of common stock capi- 
tal to be within the range of 8.25 per cent 
to 8.50 per cent. This, he explains, amount- 
ed to the introduction of a new element; 
namely, that the allowed return on equity 
should vary depending on the ownership 
of the stock. The witness used the lower 
figure for that proportion of stock, about 
90 per cent, owned by the parent AT&T 
company and applied the higher cost to 
shares publicly held. 


HE author considers that his survey 
of the various approaches of “cost- 
of-capital” witnesses to a determination 
of the cost of equity capital is but a pre- 
liminary indication of the complex nature 
and number of problems faced. 
He writes in amplification : 


. . . [A witness] must decide wheth- 
er he will use the earnings-price ratio, 
or the dividends-price ratio (or an al- 
ternate version, the earnings-net-pro- 
ceeds ratio); or if both are utilized 
what weight will be given to each since 
it is highly unlikely that precisely the 
same result will be reached. Further 
[he] must decide whether the statistics 
of the applicant utility or those for 
“comparable” companies will be em- 
ployed—if the latter, the questions are 
myriad. The selection of an appropri- 
ate historical time period to ensure 
“representative” market data is a com- 
plex statistical problem, since all wit- 
nesses deplore the use of spot data as 
volatile and untrustworthy. Appropri- 
ate capital structures, pay-out ratios, 
and allowances for cost of flotation and 
underpricing must be arrived at; and, 
in at least some proceedings, differen- 
tial rates of return are allowed for new 
capital to be raised in the near future. 
And . . . some consideration must be 
given to the ownership group—a prob- 
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lem perhaps more complex than all the 
others combined. The important point, 
however, is that many of these issues 
are not subject to statistical determina- 
tion, and at every turn involve the use 
of judgment. As a consequence the al- 
leged major advantage of the cost-of- 
capital device is thrown into doubt. 
This advantage was claimed to be the 
interjection of objectivity in the deter- 
mination of a reasonable rate of return 
through reliance on the impersonal 
market forces, resulting in a precision 
unparalleled by other methods. How- 
ever, the reliance upon judgment deci- 
sions is so-necessary in these studies that 
objectivity, in the sense of a resulting 
rate of return which can be proved 
mathematically correct by reference to 
market forces or behavior, is almost 
entirely absent. 


D* Morrissey does not deny that it is 
still possible to argue that, even if 
a “cost-of-capital” approach to a fair rate 
of return cannot be derived objectively 
from market data, the approach is never- 
theless sound and provides basic essen- 
tial background data necessary to a judg- 
ment decision on the fair rate of return. 
He insists, however, that further exam- 
ination of the assumptions underlying the 
method suggests caution if not doubt on 
this score. 

In this respect, the author states, the 
use of both earnings-price ratios and divi- 
dend-price ratios of either the applicant 
utility or of comparable utilities has seri- 
ous limitations when held out as proof of 
the earnings demanded by investors. 
What investors are buying are not real- 
ized earnings or dividends but expected 
future income. The fact that several util- 
ity stocks have been selling at 20 times 
earnings for some time does not indicate 
that investors are willing to accept a 5 per 





XUM 


oon = a, 


= co 





XUM 


WHAT OTHERS THINK 


cent return on their investment, but that 
they anticipate an improvement in earn- 
ings, or dividends, or a capital apprecia- 
tion through the purchase. 

There is also controversy over whether 
investors are buying earnings or divi- 
dends. It is now agreed, Dr. Morrissey 
states, that the use of earnings-price ra- 
tios alone does not recognize the impor- 
tance of dividends, or the pay-out ratio, in 
the determination of market price. Nu- 
merous studies purport to show that in- 
vestors actually favor stocks with high 
dividend pay-out ratios over stocks with 
low pay-out ratios. In the author’s opin- 
ion, the assumption that follows is that 
the higher the pay-out ratio the lower the 
cost of equity capital—thus if an analyst 
wishes to lower the cost of capital he 
merely has to increase the proportion of 
earnings paid out as dividends. 

But he adds: 


. . . Such a conclusion overlooks the 
fact that dividend policy must be de- 
termined on the basis of the corpora- 
tion’s capital structure, stability of op- 
erations, adequacy of earned surplus, 
cash position, and other factors. Sel- 
dom does any witness on cost of capital 
attempt any analysis of these funda- 
mental factors affecting dividend pol- 
icy. To suggest that a simple increase 
in pay-out reduces the cost of equity 
capital at best looks at the very short- 
run situation and, before any validity 
can be given to the conclusion, requires 
detailed substantiation. 


N the other hand, if investors in fact 

do prefer a company with a high 
pay-out ratio, despite current high per- 
sonal income tax rates, such action may 
overemphasize short-run income consid- 
erations, the writer feels. For example, 
the advantage to be derived from the 
preferential tax treatment of capital gains 


should encourage many utility investors 
to look for capital appreciation through 
retention of earnings rather than demand 
larger cash dividends subject to the high- 
er personal income tax. Accordingly, the 
author continues, any reduction in the 
portion of earnings consumed by taxes 
should reduce the cost of equity capital 
to the company, Moreover, where re- 
tained earnings are included in the rate 
base, some capital appreciation should be 
anticipated. In so far as this is the case, 
the author adds, the insistence on a high 
pay-out ratio to reduce the cost of equity 
capital may be unjustified. 

A further deficiency of “cost-of-capi- 
tal” procedures is revealed, the author 
considers, when the relation between book 
value and market value of the common 
stock is analyzed. The cost-of-capital ap- 
proach seeks to determine a level of earn- 
ings which will support a market price 
sufficiently in excess of the book value of 
the common stock so that new stock can 
be sold at a net price equal to or above 
the book value. In this way, the sale of 
new stock netting book value, will not di- 
lute present stockholders’ interests. Ac- 
cording to Dr. Morrissey, witnesses com- 
monly assume 10 per cent as a liberal ap- 
proximate discount for the costs of flota- 
tion and underpricing, and the appropri- 
ate market price then would be 11.11 per 
cent above book value. But a comparison 
of such an allowance with the 40 per cent 
excess of market value over book value 
which is currently characteristic of the 
electric utility industry indicates, in the 
author’s view, that the earnings on any 
utility stock so calculated will be substan- 
tially below the industry level, and the 
market price similarly will be depressed. 


HE author does not mean to indicate 
that what constitutes an appropriate 
excess of market over book value is a sim- 
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ple problem by any standard. What he 
emphasizes is that any “cost-of-capital” 
device does not objectively or otherwise 
provide for this requirement, since it only 
provides for an excess of market value 
over book value which will allow for the 
costs of financing and underpricing of the 
new stock. In consequence, the author de- 
clares, an extremely important issue in ar- 
riving at a rate of return is not adequately 
met by the “cost-of-capital” techniques 
and, if provision is to be made for it, then 
another judgment factor enters, further 
destroying the “objectivity” of the “cost- 
of-capital” method. 

Dr. Morrissey merely mentions what 
he regards to be another shortcoming of 
equating a “reasonable rate of return” 
with the cost of capital: No provision is 
made for a cushion against bulk increases 
in operating costs, an item very signifi- 
cant to utilities purchasing natural gas, or 
large quantities of labor. This additional 
shortcoming, he remarks, may be greatly 
magnified by the “regulatory lag” experi- 
enced in many states. 

In summary, the writer states: 


Sole reliance on the capital attrac- 
tion standard as developed with the use 
of earnings-price and dividend-price 
ratios is inadequate because it assumes 
that the terms under which a new in- 
vestor might devote his money to the 
business represents or limits the return 
the utility and the present investors are 
entitled to receive on capital already 
committed. The return necessary for 
new capital may be greater or less than 
a fair return to existing investors. 

The historical amounts of earnings 
realized or dividends paid to common 
stockholders cannot be accepted as con- 
trolling the cost of equity capital. Be- 
cause of the residual nature of common 
stock, any method has serious short- 
comings which mechanically assumes 
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either that investors are buying 
past earnings or dividends, or that 
these past earnings or dividends are 
the best approximation to future 
requirements. Further, the assumption 
that investors are buying dividends 
only is by no means adequate because 
there are numerous other possible fac- 
tors which influence investor apprais- 
als and which are not subject to analy- 
sis in a study of dividend-price ratios. 
Intensive investigation of the motives 
of investors in utility stocks is yet to 
be done and unfortunately neither reg- 
ulatory commissions nor the utility 
companies are inclined to pursue such 
an investigation .. . 


his conclusion, Dr. Morrissey writes 
that there appears to be no basis for 
the claim that the “cost-of-capital” tech- 
niques are based upon impersonal market 
forces which afford an objective and sta- 
tistically accurate result. If the witness 
hews closely to the use of statistically de- 
rived earnings-price and dividend-price 
ratios, the method is mechanistic, but 
even then judgment decisions are neces- 
sary on relevant time periods, pay-out ra- 
tio, capital structure, etc. On the other 
hand, if the derived statistical data are 
altered such as by a “normalization” pro- 
cess, or if the derived cost of capital is 
augmented in some way, the writer be- 
lieves that the result is one of personal 
opinion. He feels that the commissions 
have no alternative but to weight such tes- 
timony on the basis of the witness’ intel- 
lectual honesty and demonstrated knowl- 
edge of financial and economic matters, 
as well as other intangible factors. Such 
being the case, Dr. Morrissey finds noth- 
ing infallible or sacred about the cost-of- 
capital techniques. As an approach to a 
reasonable and fair rate of return, they 
have numerous shortcomings, both in 
theory and in practice. 
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Notes on Recent Publications 


THE 1955 edition of Gas Facts, the annual 
statistical yearbook of the American Gas 
Association, containing 1954 statistics on 
the gas utility and pipeline industry, is 
now available. This 272-page publication 
contains all pertinent information on en- 
ergy reserves, production, transmission 
and distribution, underground storage, 
sales and utilization, finance, labor, and 
prices, in addition to a brief section con- 
taining Canadian statistics. 

The current edition provides 1954 data 
for virtually all of the tables included in 
previous issues. New material added this 
year includes a separate income statement 
and balance sheet for all pipeline com- 
panies, from 1941 to 1954; additional sta- 
tistics on exploratory drilling for natural 
gas and/or oil; detailed tables showing ap- 
pliance shipments by size, type of unit, 
and month of the year; and a table show- 
ing, for selected cities, the cost (in cents 
per million Btu) of various residential 
heating fuels since 1941. 

As in the past the publication is avail- 
able at a cost of $2 per copy for the first 
five copies and $1.50 per copy for all ad- 
ditional copies. They may be ordered from 
American Gas Association, 420 Lexington 
avenue, New York 17, New York. 


PIPELINE Data Now AvalIvas_e. The na- 
tion’s natural gas industry, which has spent 
$4 billion on expansion since 1945, will 
boost the total to nearly $5 billion when it 
completes projects already authorized or 
pending as of the first of this year, accord- 
ing to the 1955 edition of “Natural Gas 
Construction Data.” 

This study, compiled from information 
made available by the Federal Power Com- 
mission and published by the Gas Appli- 
ance Manufacturers Association, provides 
detailed information on the individual 
projects, companies, and communities in- 
volved in the continuing expansion. It 
shows that projects approved by the Fed- 
eral Power Commission during 1954 will 
add approximately 1.75 billion cubic feet 
of natural gas to the daily delivery capac- 
ity of existing facilities at a cost of $451,- 
000,000. More than a million tons of line 
pipe will be required for the 6,392 miles of 
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transmission and gathering lines which will 
bring either new or additional natural gas 
service to 76 cities of 50,000 or more popu- 
lation, as well as hundreds of smaller com- 
munities. 

In addition to this authorized construc- 
tion, the study shows, projects pending 
FPC approval on January 1, 1955, included 
5,251 miles of pipeline requiring 1,223,000 
tons of line pipe and a total expenditure of 
$469,000,000. 

The brochure lists the 76 cities which 
will receive new or additional natural gas 
service, provides the names and addresses 
of the pipeline and operating utility com- 
panies participating in pipeline construc- 
tion approved during 1954 or pending on 
January 1, 1955. It details the mileage, 
cost, line sizes, estimated steel pipe ton- 
nage, compressor horsepower, FPC docket 
numbers, and purpose of these pipeline 
projects. The study also summarizes miles 
of natural gas pipelines, estimated net ton- 
nage, compressor horsepower, and cost of 
projects authorized from July 1, 1945, 
through January 1, 1955. 


The brochure is available at $2 per copy 
from the marketing and statistical depart- 
ment of the Gas Appliance Manufacturers 
Association, 60 East 42nd street, New 
York 17, New York. 


WHEREVER he lives, the consumer of natural 


gas has a stake in a continuing and ade- 
quate supply. But the consuming public, 
producers of natural gas believe, has been 
deluded into thinking that only regulation 
by the Federal Power Commission of all 
phases of the industry can ensure the de- 
livery of the fuel in adequate quantities 
and at a reasonable price. At the request 
of producers, Research Services, Inc., has 
prepared a series of informational pam- 
phlets which show the natural gas picture, 
from the consumer viewpoint, in individual 
state and city areas. Each of more than 
25 pamphlets attempts to show that fed- 
eral regulation of wellhead sales is not 
needed, and will hurt, rather than help, 
the consumer. Pamphlets may be ob- 
tained from Research Services, Inc. P. O. 
Box 279, Ridgewood, New Jersey. 
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Applies to FPC for Gas Rate 
Increase 


epi SERVICE Gas ComPANY, of Okla- 
homa City, Oklahoma, recently ap- 
plied to the Federal Power Commission 
for a proposed $3,900,000, or 93 per cent, 
annual increase in its wholesale natural gas 
rates, based on sales for the 12-month 
period ended June 30, 1955. 

Cities Service proposes to make the 
higher rates effective October 23rd. The 
increase would affect approximately fifty 
wholesale customers in Kansas, Missouri, 
Nebraska, Oklahoma, and Texas. 

The $3,900,000 increase would be in 
addition to another increase, previously 
suspended by the FPC, which Cities Serv- 
ice is now collecting subject to refund. 
The earlier proceeding involves an in- 
crease of about $12,600,000, and the FPC 
by order issued April 22, 1954, suspended 
all but $3,000,000 of that amount. The 
FPC ruled that the $3,000,000 was not 
subject to suspension under the Natural 
Gas Act since it was applicable to sales for 
resale for industrial use only. 


NARUC to Feature Gas Panel 


eee to W. F. Whitney, president 
of the National Association of Rail- 
road and Utilities Commissioners, the con- 
troversial question of whether to regulate 
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The March of 
Events 


or not to regulate producers of natural gas 
will be given featured billing by the regu- 
lators themselves at the NARUC’s annual 
convention, to be held in Asheville, North 
Carolina, October 24th to 27th. 

On October 26th an all-forenoon, 6- 
member panel discussion on the regulation 
of natural gas has been arranged. Panel 
members will present the Federal Power 
Commission viewpoint; the viewpoint of 
producers and of the producing states ; and 
the viewpoint of the consuming states. 
Each panel member is an expert in his 
field of discussion. 

The panel will consist of the following: 
Honorable Frederick G. Hamley, chief 
justice of the Washington supreme court, 
formerly chairman of the Washington 
Public Service Commission, as moderator ; 
panel members—Jerome K. Kuykendall, 
FPC chairman; Ernest O. Thompson, 
chairman, Texas Railroad Commission; 
Ray C. Jones, chairman, Oklahoma Cor- 
poration Commission; John C. Ham- 
mer, chairman, Tennessee Public Service 
Commission ; and Henry J. O’Leary, chief, 
rates and research, Wisconsin Public Serv- 
ice Commission. 

The panel will discuss the impact of 
regulation on (1) producers and suppliers 
of natural gas; (2) the producing states; 
(3) conservation; (4) exploration for 
new gas supplies; (5) price of gas to con- 
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sumers; (6) utilization of gas supplies. 

Audience participation in a question- 
answer period will be held during the panel 
session. 


FPC Issues Certificate 


HE Federal Power Commission last 
month authorized the Tennessee Gas 
Transmission Company, of Houston, 
Texas, to construct new pipeline facilities, 
estimated to cost $56,001,000, to increase 
the capacity of its transmission system by 
107,610,000 cubic feet of natural gas per 
day. 
At the same time the FPC approved 
applications by five independent producers 


proposing to sell natural gas to Tennessee, 
and authorized one new and two existing 
customer companies of Tennessee to build 
new pipeline facilities. 

Tennessee’s project will increase its sys- 
tem average-day design capacity from 1,- 
728,390,000 cubic feet to 1,836,000,000 
cubic feet, and the peak-day design capac- 
ity from 2,115,969,000 cubic feet to 2,- 
223,579,000 cubic feet. The new facilities 
will be used to supply gas to eight new 
wholesale customers, to increase sales to 
22 existing customers, and to serve two 
towns and one company which had inter- 
vened in the proceedings for allocations 
of gas. 


Colorado 


Halt Called on Natural Gas 
Waste 


| owes of natural gas in the rich 
Rangely oil field of northwest Colo- 
rado must be limited to 30,000 cubic feet 
per well per day, the Colorado Oil and Gas 
Conservation Commission directed last 
month, and oil production must be held 
to 275 barrels daily from each well. The 
limits will be effective October 14th. 
The commission estimated that 30 bil- 
lion cubic feet of gas have been wasted by 
operators in the field and said uncontrolled 
production of oil there “is leading to a 
serious drainage problem which, in turn, 


is violating the correlative rights of cer- 
tain of the operators and causing waste.” 

The commission findings also said that 
“about one-half of the oil and gas recov- 
erable under primary methods has been 
produced” in the field. Under present op- 
erating conditions, the commission re- 
ported, 85,000,000 cubic feet of gas might 
be flared in the field every day and it 
termed this “unreasonable.” 

The commission said people of the state 
“are entitled to have their natural re- 
sources protected against waste” and that 
it must do so “within the limitations of its 


statutory power.” 


New Mexico 


Voters Reject Regulatory Plan 
AN a special election last month, a pro- 

posed state constitutional amendment 
for revision of the state’s public utility 
regulatory machinery was rejected by the 
voters. The defeated proposal would have 
had the effect of empowering the state 


legislature to provide for regulation of 
utilities and, if it so decided, to create a 
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new single commission to administer such 
regulation. 

It would have been left to future legis- 
latures to determine whether such a com- 
mission would have been elective or ap- 
pointive. However, the 1955 state legisla- 
ture, in submitting the amendment to the 
voters, also enacted companion bills call- 
ing for an elective public utility regulatory 
agency if the voters approved the amend- 
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ment. These bills are now meaningless. 

New Mexico’s present statutes and Con- 
stitution place authority for utility regula- 
tion within two administrative agencies. 
The elective state corporation commission, 


set up by the Constitution, now regulates 
transportation and communication utili- 
ties, while the appointive state public serv- 
ice commission deals with power, gas, and 
water utilities. 


New York 


Gas Rate to Rise 


N®™ YorkKErs will pay an additional 
10 cents a month in their minimum 
rates for gas after October Ist, when the 
Consolidated Edison Company adopts a 
new gas rate schedule, it was announced 
recently. 

The change will affect all of the com- 
pany’s nearly 1,200,000 residential and 
nonresidential gas customers in the New 
York metropolitan area. They now pay a 


minimum monthly fee of $1. At the same 
time, Consolidated Edison will reduce its 
high-volume consumption rates by about 
11 per cent in the hope of increasing the 
use of gas for residential heating. 

The state public service commission 
opened hearings on the proposed changes 
at its New York city office on September 
23rd. The hearing was recessed by Harold 
M. Olmstead, the presiding examiner, un- 
til October 7th after about two hours of 
testimony by Edison witnesses. 


Texas 


Mexican Gas Contracted 


CONTRACT between Petroleos Mexi- 
canos (Pemex) and Texas Eastern 
Transmission Corporation was signed on 
September 27th providing for the sale by 
Pemex of an initial quantity of 100,000,- 
000 cubic feet of natural gas per day to 
Texas Eastern over a period of twenty 
years from the date of the first delivery. 
At the outset Pemex will receive from 
the contract an annual income of approxi- 
mately $5,000,000. 
It is anticipated that the original daily 


contract quantities will be 100,000,000 
cubic feet of gas and Pemex is obligated, 
subject to certain additions, to offer to 
Texas Eastern up to another 100,000,000 
cubic feet of gas per day as additional re- 
serves are discovered by Pemex. 

The contract has been approved by the 
Mexican Secretary of Economy, and it 
specified that Texas Eastern must make 
a timely application to the Federal Power 
Commission for a certificate for the facil- 
ities necessary to receive delivery of the 
gas from Pemex at the Rio Grande river. 


Utah 


Major Natural Gas Discovery 
Reported 


HE Sinclair Oil & Gas Company re- 
cently reported it had made a major 
natural gas discovery on a leased area 25 
miles north of Cisco in eastern Utah’s 
Grand county near the Colorado border. 
Sinclair’s Salt Lake area manager said 
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his firm had projected drilling of three 
additional wells as a result of the find. He 
said Sinclair has 9,000 acres under lease 
in the area. 

The San Arroyo No. 1, which produced 
gas from both the Dakota and Entrada 
formation, appeared capable of a daily 
output of between 30,000,000 and 40,000,- 
000 cubic feet of gas, it was said. 


























Progress of Regulation 
Regulatory Trends 


I* harmony with the principle that a public utility customer should pay the 
cost of service rendered to him, commissions make an effort to determine 
such cost, but they have had to face the fact that a rate cannot, as a practical 
matter, be fixed to cover the exact cost to each customer. Customers in similar 
circumstances must be grouped. Questions are raised as to interstate and intra- 
state operations, localities within a state, and classes of customers within a 
territorial group. 


Gas Rates for Integrated System 


The vast expansion of natural gas systems across state lines has presented 
numerous problems difficult of solution. Interstate transmission lines may cross 
a state and, for convenience, some gas may be taken from them for local use, 
although lower-cost gas produced in the state may be added to the interstate 
flow. Allocation of costs and separation of operations under such circum- 
stances are dealt with by the West Virginia commission in the United Fuel 
Gas Company Case, reviewed at page 684. An Iowa district court has also 
considered this problem in the Iowa-Illinois Gas & Electric Company Case, 
reviewed at page 687. 
The Kansas commission, in seeking a federal court review of a natural gas 
rate order of the Federal Power Commission, complained against the use of 
a system-wide basis of allocation of costs, casting a burden on cities in Kansas 
which were “atop of or adjacent to the gas fields.” It sought a determination 
of actual costs to cities near the Hugoton gas field of Kansas. A system of 
zone rates was proposed, but no evidence was introduced in support of such 
| rates. The court (1 PUR3d 310, 338) said that the mere fact that the cities 
| within the Hugoton area were in proximity to the gas fields, and other cus- 
tomers were farther away, did not of itself justify preferential rates for the 
area. 
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The West Virginia commission, however, in the Amere Gas Utilities Com- 
pany Case (1 PUR3d 230), approved a differential between rates in separate 
areas, where transportation conditions and the availability of locally produced 


gas varied. 


The Federal Power Commission, in the Hope Natural Gas Case (44 PUR 
NS 1), said that rates should be uniform in the absence of compelling reasons 
to the contrary. It followed the same rule in the San Juan Pipe Line Case 
(84 PUR NS 129). In its recent decision on rates for the Northern Natural 
Gas Company (9 PUR3d 8), however, it found differing circumstances justify- 
ing the establishment of rate zones. That company operates over a wide area 


in several states. 


Even though a state commission may be dealing with a company operating 
partly beyond its jurisdiction, it may consider company-wide operations to 
some extent in a rate case. Thus, the New Mexico commission recognized the 
fact that there was economy in extended operations on an integrated basis 
when it fixed rates for the Lea County Gas Company (98 PUR NS 123). It 
did not “blind itself” to operations as a whole. 


Intrastate Rate Uniformity 


System-wide gas rates for integrated systems have been approved in Cali- 
fornia (8 PUR3d 8), Kansas (95 PUR NS 378), Michigan (5 PUR3d 449), 
Montana (94 PUR NS 298), and West Virginia (2 PUR3d 97, 103). But 
differences between areas have called for different treatment. 

The Michigan commission declared that adoption of a system-wide or com- 
munity basis for rates is discretionary with the commission (92 PUR NS 129). 
It applied that rule in a recent decision involving the Michigan Consolidated 
Gas Company (reviewed below). The company owns, in addition to its 
integrated system, manufactured gas plants in some communities. Those opera-_ 
tions were separated, for rate-making purposes, from other operations. Differ- 
ing circumstances have also resulted in separate rate treatment in certain cases 
decided in Montana (1 PUR3d 97) and West Virginia (1 PUR3d 230). 





Review of Current Cases 
Natural Gas Rates Based upon Average Capitalization 


b von Michigan Consolidated Gas Com- 
pany was granted a rate increase by 
the Michigan commission. The new rates 
were calculated to yield a return of 6.1 
per cent based upon average capitalization. 

In a previous order fixing the com- 
pany’s rates, the commission had said that 
“Consolidated’s net revenue should be 
sufficient to cover its capital costs, main- 
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tain its credit, and attract additional funds 
for expansion” (97 PUR NS 350). The 
commission also held in the present case 
that the best standard upon which to base 
the company’s return is the amount of 
funds which the stockholders have in- 
vested in the company. It concluded that 
the most appropriate rate base is that of 
average capitalization, a figure which ap- 
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propriately reflects the average of the long- 
term debt, the current sinking-fund re- 
quirement, the unamortized premium on 
debt, with appropriate deduction of un- 
amortized discount and expense, in addi- 
tion to notes, stock, surplus, and concur- 
rent deduction of capital stock expense. 
This would include relatively short-term 
bank loans. 


Cost of Money 


All witnesses agreed that the cost of 
outstanding debt capital was 3.39 per cent. 
The commission witness further testified 
that the rate to be applied to notes payable 
was 3 per cent. The witnesses agreed that 
the cost of equity money should be deter- 
mined upon the basis of providing net 
earnings comparable with those of other 
gas utilities having similar risks with 
which the company would have to com- 
pete for capital in the money market. 

The company witness concluded, after 
making a study of 15 natural gas compa- 
nies deriving 50 per cent or more of their 
utility income from natural gas opera- 
tions, that net earnings for the company 
should be at the rate of 12.25 per cent on 
equity in order to compete for capital. 

The commission observed that the com- 
pany witness used a different approach in 
this case than in earlier cases. He had pre- 
viously used the “earnings-price ratios” 
method of computing cost of capital, but 
in this case it was no longer appropriate. 

The commission witness presented a 
study of six operating natural gas distri- 
bution utilities purchasing 90 per cent or 
more of their gas supply. He determined 
the cost of equity money to Consolidated 
by comparing the financial ratios of these 
companies to the financial ratios of Con- 
solidated. Since the company is a sub- 
sidiary of American Natural Gas Com- 
pany, this witness compared the earnings- 
price ratios and yields of common stock 


of four natural gas holding companies 
with the American Natural Gas Company. 

He applied investment factors, such as 
the percentage ratio of operating expenses 
and maintenance to revenues, percentage 
of depreciation and amortization to reve- 
nues, percentage of operating income to 
revenues, percentage of gross income to 
revenues, and percentage of net income to 
revenues. He also compared the ratio of 
the times that fixed charges were earned, 
the percentage of gross income to total 
capital, and the percentage of common 
earnings of equity capital. 

Based upon these comparisons, the com- 
mission witness concluded that net earn- 
ings of between 11.2 per cent and 11.9 per 
cent on the company’s equity capital would 
be required to place it in an earnings posi- 
tion comparable to that of companies with 
which it was to compete for capital. These 
figures were deemed to be over and above 
what might be termed “bare-bones” cost 
of money since an earnings requirement 
result would recognize something in addi- 
tion to the bare cost of money. 


Just and Reasonable Rates 


In discussing the reasonableness of 
rates, the commission said that in so far 
as the user is concerned, rates are just and 
reasonable when they are neither oppres- 
sive nor permissive of exorbitant and 
speculative profits for utility investors. By 
the same token, it said, rates are just and 
reasonable in so far as the utility is con- 
cerned when they are sufficient to cover all 
the reasonable costs of doing business, in- 
cluding interest on the bonded indebted- 
ness and a fair dividend on the equity in- 
vested in the plant. 


Test Period 


The commission adopted a test period 
which, in its opinion, would reflect as near- 
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ly as possible the effect of increased costs 
on revenues. It believed that such a test 
period provided the most solid basis for 
rate adjustment. It concluded that the test 
year should embody actual results for the 
most recent calendar year as normalized 
and adjusted for increased cost factors 
which have become known since the end 


= 


of that calendar year. The commission 
said it “would be flying in the face of real- 
ity” were it to ignore matters of increased 
costs which have occurred since the end 
of the test year and which have been made 
known to it in this case. Re Michigan Con- 
solidated Gas Co. D-3430-55.3, August 
37, 3935. 


Refund Rule for Fast Gas Meters Modified 


HE Wisconsin commission revised the 
rule on refunds for fast gas meters 
specifically to relieve gas companies from 
making refunds to existing customers 
when the amount of the refund, due to a 
fast meter, is $1 or less. This is permitted 
in connection with the operation of elec- 
tric utilities. The commission deemed it 
desirable that the refund rule for gas com- 
panies should be the same as for electric 
companies. 
The new rule provided that whenever 
a meter is found to be more than 3 per 
cent fast, a recalculation of bills for serv- 
ice shall be made for the period of inac- 
curacy. The recalculation shall be made on 
the basis that the service meter should be 
100 per cent accurate. If the period of in- 
accuracy cannot be determined, it shall be 
assumed that the full amount of inaccu- 


e 


racy existed during the last half of the pe- 
riod since the previous meter test was 
made. 

If the recalculated bills indicate that 
more than $1 is due an existing customer, 
or $2 is due a person no longer a customer 
of the utility, the full amount of the cal- 
culated difference between the amount 
paid and the recalculated amount shall be 
refunded to the customer. The refund to 
an existing customer may be in cash or as 
credit on a bill. 

Whenever a meter is found to be more 
than 3 per cent slow, the utility may bill 
the customer for the amount the test indi- 
cates has been undercharged for the pe- 
riod of inaccuracy, which period shall not 
exceed the last six months the meter was 
in service. Re Wisconsin Utilities Asso. 
2-U-4371, August 11, 1955. 


Separations Method Preferred to Allocation Method in 
Allowing Intrastate Gas Rate Increase 


HE United Fuel Gas Company ap- 

plied to the West Virginia commis- 
sion for authority to raise rates for service 
in West Virginia. The company sought an 
increase of annual revenues from this in- 
trastate business amounting to slightly 
more than 22 per cent. Most of the addi- 
tional revenues were proposed to be drawn 
from residential consumers, increasing 
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their rates by about 56 per cent. The com- 
mission found that the annual revenues 
from the West Virginia service were in 
fact inadequate but allowed only a part 
of the requested increase. 


Interstate and Intrastate Operations 


Much the greater part of the opera- 
tions of the company are interstate in 
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character, and of its total volume of sales 
approximately 9 per cent is at retail in 
West Virginia. The company purchases 
large quantities of southwest gas, much 
of which is transmitted through its West 
Virginia facilities to other subsidiaries of 
the Columbia Gas System, of which the 
applicant is a part. 

Nearly all of the gas supplied to cus- 
tomers in West Virginia, however, is pro- 
duced or purchased locally, and the sale of 
a small amount of southwest gas in the 
state is dictated by considerations of over- 
all economy of operations. As the com- 
pany has expanded its interstate operations 
in the southwest gas in recent years, it has 
been compelled to sustain larger operating 
costs and was obliged to make heavy in- 
vestments in transmission and storage fa- 
cilities. Most of these facilities are located 
in West Virginia. 


Rate Base and Rate of Return 


The commission approved the use of a 
net original cost rate base and chose a test 
period of twelve months. Since the rate 
base would vary during this period, the 
average of the rate base figures for the be- 
ginning and for the end of the period was 
adopted. A rate of return of 6} per cent— 
slightly above the 6 per cent figure said 
to be generally regarded as fair and rea- 
sonable—was allowed, and it was con- 
sidered sufficient to relieve certain infla- 
tionary burdens complained of by the com- 


pany. 


The Allocations Theory 


In determining rates for local service, 
the commission analyzed in detail both the 
allocations theory and the separations 
theory as they applied to the facts of this 
case. While the former theory was rejected 
in favor of the latter, yet the commission’s 
observations with respect to the allocations 
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theory seem worthy of special notice. 

The theory, as applied to this case, is 
based upon the premise that the total costs 
of service for system-wide operations 
should be assigned to intrastate customers 
in West Virginia in proportion to the ratio 
between the volume of gas they consume 
and the volume of gas consumed by all 
customers. The application of the ratio 
is further refined as to volumes of gas 
consumed during the entire test period 
(commodity factor) and as to the volume 
demands of a peak period (demand fac- 
tor). A peak period of a month, in this 
case, was considered satisfactory. 

The use of the commodity and demand 
factors was necessary to an equitable ap- 
portionment of costs since the company’s 
peak period service entailed greater costs 
than normal service. The demand factor 
was found to be higher as to the West 
Virginia customers than it was with re- 
spect to most of the company’s interstate 
customers, and this circumstance was duly 
accounted for in the computations. 

After it was ascertained what portion 
of each of several major divisions of the 
costs of service was associated with each 
functional operation of the company, the 
commission then applied the allocation 
factors to determine the gross revenue 
deficiency. 


The Separations Theory 


The separations theory, on the other 
hand, as here applied, is founded upon 
two distinct premises. The first premise is 
that rates applicable to the West Virginia 
intrastate service should be based upon 
the costs of gas produced or purchased 
in West Virginia rather than upon the 
higher costs of southwest gas. Since the 
company’s supply of local gas is ample 
to meet its local demands and is actually 
being used to meet them, no good reason 
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appeared to the commission why the local 
rates should not be based upon the cost 
of local gas. 

Nor was any justification apparent for 
penalizing West Virginia customers mere- 
ly because the company chose to use West 
Virginia as a mixing station for south- 
west gas intended for other markets. The 
commission pointed out, moreover, that 
the question is of grave importance to 
West Virginia, since the economy of the 
state has become geared to the natural ad- 
vantage of an abundant supply of local 
gas at reasonable costs. 

The second premise of the separations 
theory is that the only facilities of the 
applicant used or useful in the service of 
its West Virginia customers are those lo- 
cated within the state, and that the only 
costs of service incident to its West Vir- 
ginia intrastate business are those asso- 
ciated with such plant. Costs of service, 
however, must again be assigned, as in the 
other method, to those utility operations 
with which they are associated, and cer- 
tain allocations must also be made because 
much of the intrastate business in West 
Virginia involves interstate operations. 

It should be noted that in applying this 
method the nominal costs associated with 
the transmission of large quantities of 
southwest gas intended for interstate use 
and carried for a very short distance 
through the company’s West Virginia 
facilities were not averaged in with the 
other intrastate transmission costs since 
it would reflect an unduly low transmis- 
sion cost for intrastate business. 

Objections of the applicant to the sepa- 


& 


rations method on constitutional grounds 
were found to be without merit. 


A Brief Comparison 


It will be observed that by applying the 
method of allocations the West Virginia 
customers would be burdened with the 
high cost of southwest gas that they do 
not consume, while under the method of 
separations the actual cost of locally pro- 
duced gas, which constitutes the principal 
supply of the local market, is assigned di- 
rectly. The burden imposed upon the West 
Virginia customers by the former theory 
is thus eliminated by the latter. 

Furthermore, by the allocations method 
large amounts of southwest gas which 
never went through the West Virginia 
transmission facilities were included in ar- 
riving at average costs. When allocations 
were made upon a volume basis, it re- 
sulted in allocating an unreasonably small 
amount of the transmission costs to the 
West Virginia business. But the margin 
of error with respect to the limited allo- 
cations used in the separations method is 
less under that theory than under the al- 
locations theory proper, because in the for- 
mer study the allocations deal only with 
the West Virginia properties and the costs 
incident to their operation. 

Because of the circumstances under 
which the applicant operates, the commis- 
sion was of the opinion that the separa- 
tions study was the more realistic and ac- 
curate of the two. It therefore adopted the 
computations by that method and ordered 
new rates accordingly. Re United Fuel Gas 
Co. Case No. 4125, August 26, 1955. 


Conversion to Natural Gas Allowed 


HE New York commission authorized 
the Niagara Mohawk Power Corpo- 
ration to convert its gas distribution sys- 
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tem in the city of Hudson to straight nat- 
ural gas. The plant involved was not inte- 
grated with the rest of the company’s sys- 
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tem. The commission found, however, that 
the introduction of natural gas would 
guarantee a greater adequacy of supply, 
result in a material reduction in the aver- 
age rate paid (an average of 10 per cent), 
and convert an unprofitable operation into 
one upon which the company would earn 
a return upon its investment. 

The commission did not rule upon 


whether the company should retire, or be 
permitted to retire, its propane plant or 
whether it should be retained as a stand-by 
facility. 

Nor did it prescribe proper accounting 
for any property which might be retired as 
a result of the conversion. Re Niagara 
Mohawk Power Corp. Case 17340, August 
5, I955. 


Court Uses Fair Value Rate Base for Gas Company 
After Ruling on Cost Allocation 


HE district court of Webster county, 

Iowa, issued an order preventing the 
city council of Fort Dodge from enforcing 
an ordinance determining rates for a gas 
company (lowa-Illinois Gas & Electric 
Company). Since Iowa has no regulatory 
commission, utilities usually fix their own 
rates, subject to “home rule” regulation 
by city ordinance. The court held that the 
ordinance rates were unconstitutional. 
One of the principal objections to the ordi- 
nance was that firm rates were not changed 
while interruptibles would bear the entire 
burden of the increase. 


Apportionment of Costs 


The court followed generally the sepa- 
ration procedures used by the city council. 
It was necessary to separate the plant, 
revenue, and expenses assignable to the 
company’s metropolitan operation from its 
operation as a whole, and then to appor- 
tion the proper amount to firm and inter- 
ruptible customers. The court explained 
many details of the allocation, particularly 
regarding cost of service generally, collec- 
tion expense, administrative expense, and 
the apportionment of the rate base. 

No economic basis existed for separat- 
ing costs between customers within and 
customers beyond the artificial city bound- 
ary. The court commented that the same 


main in some instances would first serve 
rural customers, next townspeople, then 
run down a city line and be tapped by ur- 
ban and suburban dwellers alike, and final- 
ly end in the country. 

The city used the Stanley method of 
allocating administrative and general ex- 
pense. This was described as a variation 
of the Wisconsin formula modified to 
meet the peculiarities of this case. The 
court did not consider the city’s choice of 
this metehod unreasonable in the present 
proceeding. 


Method of Valuation 


This court chose the fair value method 
of determining a proper rate base. It justi- 
fied its choice, first, on the ground of 
precedent and cited Cedar Rapids Gas 
Light Co. v. Cedar Rapids (1912) 223 US 
655. The court also observed that fair 
value was the most reasonable rate base. 

Theoretically, the cost of reconstructing 
plant at today’s prices should be the base 
on which a utility is allowed a return. 
Present, not historical, cost is the impor- 
tant consideration. The fair value doc- 
trine, however, does not go so far as pure 
reproduction cost. The court described fair 
value as a compromise, a composite figure, 
nothing more than an average of dissimi- 
lar factual valuations of private property. 
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The stockholders do not get the highest 
amount, nor the consumer the lowest. 


End Result Test 


The “end result” test advanced by the 
Hope Natural Gas Case (1944) 320 US 
591, 51 PUR NS 193, was quickly dis- 
posed of. The court made this comment on 
the Hope decision : 


The rate should be approved if it ap- 
pears fair. But fair by what standard? 
The fair value doctrine is uncertain 
enough without throwing away all yard- 
sticks. 


The end result test may be acceptable 
for high federal commissions but in Iowa, 
where city and town councils pass on util- 
ity rates, their method “would cast us on 
an uncertain sea and decision would not 
be by rule but by individual conceptions of 
justice.” 


Original Cost 


The city urged the use of original cost. 
The court said that this makes rates too 
rigid. In today’s market the owners of the 
equity (stockholders) are hurt by original 
cost. 

In a period of falling prices the rate- 
payers would “feel the pinch.” Adherence 
to original cost, the court elaborated, 
neither gives the stockholder a real income 
in high times nor the ratepayer a real rate 
in low. Fair value tends to keep income 
and rates stable in terms of reality. 


Stockholders’ Position 


The court disputed the claim that the 
utility owner has such a sure thing that his 
stock is really a bond. The stockholder is 
a risk taker, not a creditor. The fact that 
a utility has a franchise cannot be said to 
guarantee success. All the franchise does 
is guarantee a fair race. To think that the 
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risk is eliminated because of the “captive 
market” is to forget numerous companies 
which failed in the not too distant past with 
stockholders wiped out and bondholders 
unpaid. 

Original cost, the court conceded, makes 
regulation easy but it gives away some- 
thing more valuable. It takes the enterprise 
out of the utility and puts it in a “regula- 
tory strait jacket.” Everyone likes cer- 
tainty but there are areas in the law where 
justice calls for judgment and opinion. It 
is not always possible merely to add up 
numbers. This company’s property was 
valued in 1939 when prices may have been 
lower than original cost. Whether the pres- 
ent phenomena be called “imbedded infla- 
tion” or a new price level, it has been 
here long enough, the court said, to require 
that another look be taken at the com- 
pany’s rate base. 


Rate Structure 


The problem of determining the distri- 
bution of the rate increase between firm 
and interruptible customers was a difficult 
one. 

Two principal questions are involved : 
(1) What increase will the interruptibles 
pay? (2) What increase ought they pay? 
To answer these questions the court con- 
sidered three figurse regarding interrupti- 
ble service: (1) theoretical cost, (2) com- 
petitive price, and (3) incremental ex- 
pense. 

Theoretical cost is what it costs to serve 
the particular class when all expenses fair- 
ly allocable to that class are charged 
against it. The competitive price is the rate 
at which industrial customers will still buy 
gas for heating instead of other fuels. In- 
cremental expense is the extra cost in- 
volved in serving an additional class over 
a given class on the additional cost in- 
volved in an additional output. Based on 
these definitions, the court decided that a 
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marginal class, such as interruptibles, 
ought to pay as near its theoretical cost as 
the competitive price will permit but not 
less than the incremental expense involved. 

The suggestion that the company could 
obtain needed additional revenue simply 
by increasing interruptible rates was re- 
jected, first, because by doing so the inter- 
ruptibles would be charged more than their 
theoretical service cost, and, secondly, be- 
cause of the relationship between revenues 
and allocated expenses. If the interruptible 
rates alone were raised, a revenue increase 
in excess of the present deficiency would 
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be required because some interruptible 
expense would also go up. 

Finally, the court summarized its opin- 
ion with this comment : 


The expenses against the firm load 
have been shaken down, and everything 
questionable shaken out. Still a substan- 
tial deficit remains. It cannot be placed 
on the interruptibles. The ordinance 
rates are unconstitutional. 


Towa-Illinois Gas & E. Co. v. City of Fort 
Dodge et al. Civil No. 34033, August 20, 
1955. 


Independent Contractor Denied Common 
Carrier Plates 


i $< Massachusetts supreme court af- 
firmed a commission decision deny- 
ing a motor carrier’s application for com- 
mon carrier plates to be attached to 
vehicles owned and operated by another 
person under a contract with the appli- 
cant. 

The court ruled that the relationship 
between the two carriers was not that of 
a lessor and lessee of vehicles but was a 
contractual one in which the common car- 
rier contracted with the other carrier to 
perform part of its work. 


Evidence of Relationship 


The court carefully scrutinized the 
agreement between the two carriers and 
found that the alleged lessee was required 
to furnish vehicles, operating licenses, 
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packing materials, labor, and tools; to 
carry insurance on the vehicles and un- 
employment insurance and liability in- 
surance on the employees; to use his 
vehicles for the exclusive use of the com- 
mon carrier; to carry fidelity bonds safe- 
guarding the carrier against any default; 
to deliver money collected ; to keep vehicles 
in good repair and pay operating costs. 

The court also noted that the alleged 
lessee was paid a percentage of the funds 
collected by it on behalf of the carrier. 
Under all these circumstances the court 
concluded that the carrier was engaged in 
the transportation of property for hire 
and was not entitled to common carrier 
plates unless and until it obtained a com- 
mon carrier certificate. Greyvan Storage, 
Inc. v. Massachusetts Department of Pub- 
lic Utilities, 127 NE2d 579. 


Commission Sustains Plea of Res Adjudicata 


HE Louisiana commission has dis- 
missed a proceeding brought by an 
individual to secure an order compelling 
a railroad to provide service over a spur 
track located on neighboring private prop- 
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erty. This matter had previously been be- 
fore the commission, and a denial of the 
relief sought was upheld in court. 

Upon the institution of this proceeding, 
the railroad asserted that the question 
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sought to be determined had already been 
adjudicated. It, therefore, filed a plea of 
res adjudicata which was sustained as a 
complete defense. 

The commission pointed out that, while 
its jurisdiction is a continuing one, it will 
not, nevertheless, entertain a proceeding, 
the subject of which has been once finally 
adjudicated where no material change in 
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the facts or the law is alleged, as was the 
case here. The contention of the applicant 
that res adjudicata could not be availed 
of before an administrative regulatory 
tribunal, was overturned by authorities 
quoted in the commission’s opinion. Burke 
v. Guy A. Thompson, Trustee, New Iberia 
& N. R. Co. et al. Order No. 6744, No. 
6626, May 13, 1955. 


Western Union Wins Ticker Rate Increases 


1 ews United States court of appeals 
has upheld an order of the Federal 
Communications Commission allowing 
rate increases for tickers furnished by the 
Western Union Telegraph Company to its 
customers. The petitioner, Chicago Board 
of Trade, presented for the court’s deter- 
mination numerous objections to the com- 
mission’s action, most of which were dis- 
cussed in the opinion. 


Determining a Single Rate 


It is to be observed that the revenues 
from the ticker service constituted only 
a minute part of the company’s total in- 
come. Since the rates for tickers were only 
one kind of rate among many others ap- 
plied in the operations of the company, 
the standard established for system-wide 
determinations of rates was considered 
inapplicable in this case. The practical im- 
possibility of making precise calculations 
of costs and return for such a minute seg- 
ment of a large business was pointed out, 
and it was further noted that, in achieving 
a fair rate of return for a whole system 
offering many services, rates charged on 
some services must necessarily be above 
the norm, while those on other services 
are below it. 

The reasonableness of a single rate 
among many other rates of a large utility 
business, said the court, depends upon the 
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value, volume, and other characteristics 
affecting the commodity concerned, but 
whether the revenue yielded by all the rates 
of the utility affords a fair return has 
only a remote bearing on the reasonable- 
ness of a rate on a single article of traffic. 
Consistent with these propositions, the 
commission had calculated a rate base per 
ticker and then computed a rate which 
would provide a return of 73 per cent. 
This procedure was held to be proper, and 
no further comment was made upon the 
reasonableness of the return. 


Particular Ticker Rates 


The petitioner objected that in deter- 
mining the rate base the commission made 
no allocation of costs and revenues be- 
tween machines leased to customers for 
their operation and those furnished to 
render quotation service provided by 
Western Union itself. The court said no 
separate allocations were necessary since 
the tickers used in both cases were of the 
same type and the cost figures used by 
the commission were calculated per ma- 
chine and were not a total cost for all 
tickers in service. Nor could a rate 
established for one of the services be con- 
sidered discriminatory merely because it 
was different from the rate fixed for the 
other, since the two services were ob- 
viously different. 
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The board of trade, which used nor- 
mal speed tickers, contended that the rate 
charged for high-speed tickers was dis- 
criminatory to normal speed ticker users, 
pointing out that the faster machine could 
transmit 66% per cent more information 
in a given time than the slower one, while 
the rate for the high-speed ticker was only 
25 per cent greater than the other. But 
neither the commission nor the court could 
discover how the petitioner was to benefit 
by an increase in the rates for tickers op- 
erated at high speed. It was observed that 
the differential between the two rates was 
consistent with a long-established rela- 
tionship between similar rates, and the 
court noted, moreover, that a difference 
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in rates need not reflect the full difference 
in the value of service rendered. 

It was further claimed that the commis- 
sion erred in fixing a rate base for main- 
tenance tickers, which were kept on hand 
by the company to meet emergency de- 
mands of its customers. The court ruled, 
however, that the commission proceeded 
properly in founding the rate base for this 
item on the ratio of maintenance tickers 
to tickers on customers’ premises. 

Notwithstanding other objections of the 
petitioner, the court found ample evidence 
in the record to support the order of the 
commission in its entirety. Chicago Board 
of Trade v. United States et al. 223 F2d 
348. 


Views on Rate Proposals of Strike-bound Transit 
Company Facing Franchise Termination 


to District of Columbia commission 
dismissed a proceeding involving the 
Capital Transit Company’s fares because 
the proceeding was rendered moot when 
the company’s rates were established by 
commissioners of the District of Colum- 
bia pursuant to a special act of Congress. 
The new law, enacted to break a 52-day 
transit strike in Washington, D. C., pro- 
vided that the company’s franchise should 
terminate within one year. The rates set 
were 20 cents cash, five tokens for 95 
cents, and a weekly permit for 90 cents 
plus 10 cents per ride. This amounted to 
about a 10 per cent increase. 

Although the commission dismissed the 
proceeding, it said that in view of the pub- 
lic interest in an understanding of the 
factors involved in the transit strike and 
the misinformation and misconceptions 
which had been disseminated concerning 
it, particularly as they concerned the is- 
sues in the commission proceeding and the 
time factors with respect to it, a brief con- 
sideration of these factors was necessary. 
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The commission believed that a sum- 
mary disposition of the rate case, involv- 
ing complex issues, would have involved a 
violation of its statutory responsibilities 
and a denial of due process. But, in order 
that no misunderstanding of its powers 
might unduly delay the resolution of the 
labor-management dispute, it had issued 
a public statement of its authority to act 
expeditiously to grant a fare increase as 
a simple offset to increased labor costs. 
The parties did not avail themselves of 
this course of action. 

The company contended that its rate 
base was set by book figures representing 
the historical cost of its property and that 
it was entitled to a 10 per cent return on 
that rate base. The commission said that 
such a limitation of the issues would be 
improper, and its apparent simplicity was 
spurious and deceptive. 


Obsolescence Factor 


The commission pointed out that the 
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difference in the cost of furnishing trans- 
portation through the use of the economi- 
cally obsolescent streetcar system operated 
by the company, compared with an as- 
sumed all-bus operation, was greater than 
the estimated increased cost of the final 
labor settlement. The capitalized value of 
the difference in such costs was indicative 
of the loss which had already accrued as 
a result of the economic obsolescence of 
streetcars as a method of furnishing a 
mass transportation service in Washington 
under present-day conditions. 

More than one-half of the rate base on 
which a return was demanded consisted of 
such obsolescent property. Futhermore, a 
substantial part of the annual depreciation 
accrual, included in the company’s op- 
erating expenses, represented not an out- 
of-pocket cost but rather a return to the 
company of its investment in this obso- 
lescent half of its system. 

The loss in investment due to economic 
obsolescence was evident several years ago 
when the present management acquired 
control. That group acquired the stock at 
a small fraction of its book value. Thus, 
in seeking a recovery based on book value, 
they were, in effect, asking the public to 
compensate them for a loss which had al- 
ready been taken by others and which they 
had never incurred. 

Even more important was the fact that 
the management acquired control not only 
over a functioning transportation system, 
but also over a book earned surplus and 
cash in a per share amount greater than 
the price they paid for the stock. This 
cash and surplus had been derived from 
high wartime earnings and, in part, from 
the freeze on wages during the war period. 

The willingness of the seller, which had 
no apparent reason for enriching others 
at its own expense, to sell on this basis 
and the willingness of regulatory bodies to 
approve the sale and acquisition, were ap- 
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parently based upon a recognition that 
this so-called earned surplus was in reality 
an offset to the loss in value resulting 
from accrued economic obsolescence of 
the system. The commission concluded 
that on this basis dividends paid out of 
the so-called earned surplus might well 
constitute a recoupment of original stock- 
holder investment which they would not 
be entitled to have returned again. 


Loss of Patronage 


The commission had retained an expert 
in urban sociology to study the impact of 
fare increases on the riding public. In this 
connection it was also impelled to con- 
sider the effect of a rate increase in caus- 
ing a decline in the use of mass transporta- 
tion, which in turn would result in a de- 
crease in revenues, evoking a new demand 
for a further increase which would result 
in a further decline in use, and so on. The 
effect of this sequence on both investors 
and riders should be considered. 

The commission submitted these prob- 
lems to make clear the extent of the abdi- 
cation of its responsibilities which would 
have been involved in acceding to demands 
that it summarily grant the requested rate 
increase. 

In conclusion, the commission noted and 
emphasized that the problems which have 
arisen from the obsolescence of streetcar 
properties would not be present in the case 
of a new operator of mass transportation 
in the area. It believed that a modern bus 
system could provide adequate service at 
reasonable rates and earn a fair profit. 


Special Concurring Opinion 


Commissioner Weston concurred in dis- 
missal of the proceeding but did not con- 
cur in rates recommended by the commis- 
sion and approved by the District commis- 
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sioners. In considering the company’s 
revenues, particularly with respect to the 
loss of traffic attributable to the service 
stoppage during the 52-day strike, he did 
not believe that future riders should be 
charged with these revenue losses. 

Such a charge, he believed, would be 
proper in case a utility sincerely interested 
in continuing to operate with maximum 
economy was subjected to a strike for in- 
creased wages. Labor relations, in his 
opinion, should be the exclusive preroga- 
tive of utility management. But, in his 
opinion, these principles do not apply 
where the interest of the utility is not in 
operation of the business, but in liquida- 
tion, and when the strike in question ap- 
pears to have been prolonged, if not pro- 
voked, as part of a general plan to cease 
operations altogether. 


Operating Expenses 


Conversion to all-bus operations would 
have reduced operating expenses and de- 
preciation substantially. He believed that 
in an economical and efficient operation, 
conversion would have been started at 
least three years ago and would have been 
at least 50 per cent completed. 

Commissioner Weston recognized that 
the company was burdened with electric 
railway property as to which obsolescence 
had fully accrued, due to “change in the 
art” of transit operations. But, he said, the 
company had made no effort to reduce or 
relieve this burden. Consequently, he 
would place this burden on stockholders, 
rather than on transit riders. Re Capital 
Transit Co. PUC No. 3527/32, Formal 
Case No. 445, Order No. 4218, Septem- 
ber 2, 1955. 


Consultant Violates Commission’s Standard of Conduct 


—- consultant, retained by a mo- 
tor carrier to obtain the necessary 
commission permission to transfer certain 
operating rights, was held by the New 
York commission to have violated stand- 
ards of conduct required of all persons 
appearing before it. The commission in- 
stituted an investigation on its own motion 
because it had been adduced that although 
the consultant had been paid to process 
the application, he had failed to do so for 
a period of six months and he had given 
“untruthful” reasons for his neglect. 
The consultant set up as a defense the 
fact that he had not received from the 
transferor certain financial data required 
in the type of application he was supposed 
to make. He also testified that he was 
aware of the precarious financial condition 
of the transferor and, therefore, could not 
file the transfer application in good faith 
unless this financial weakness was made 


clear to the commission. This, he asserted, 
was his primary reason for not carrying 
out his assignment. The commission called 
this defense weak because the consultant 
had long represented the transferor as a 
consultant on various matters, and he 
either had access or must have had means 
of acquiring the needed financial data. 


Delay to Protect Individuals 


Another, and completely different, line 
of defense was also advanced. The con- 
sultant felt that it was his obligation to 
protect the interests of the members of 
the transferor partnership, particularly 
those of a personal friend who was 
retiring from the business. In his view, 
the legal instruments by which the old 
partnership was succeeded by the new 
(which had been prepared by attorneys) 
did not contain sufficient safeguards to 
protect his friend’s personal interests. For 
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this reason, “secondarily,” he testified he 
held up the filing of the transfer applica- 
tion. In other words, said the commission, 
by his own admission he deliberately de- 
layed the applications out of consideration 
for the individual interests of the members 
of the selling partnership inter se, since 
he was under the impression that some of 
them required greater protection than the 
agreement drawn by their lawyers pro- 
vided. 

The commission concluded that the 
“secondary” explanation would seem to 
refute completely his “primary” reason 
for neglecting to carry out his assignment. 
No matter how it was evaluated, this 
“secondary” consideration represented 
nothing more than an intrusion by the 
consultant into a field in which he lacked 


= 


competence and in matters in which he 
had not been retained. At the very least, 
this constituted the representation of con- 
flicting interests without disclosure to the 
parties involved. The commission observed 
that any lawyer so conducting himself 
would be in clear violation of Canons 6 
and 37 of the Canons of Professional 
Ethics of the New York State Bar Asso- 
ciation. 

Upon these findings the commission 
concluded that the consultant should be 
deprived of the privilege of appearing be- 
fore it in a representative capacity pend- 
ing further order. It provided, however, 
that it would consider an application from 
him at the end of the year for vacation of 
the order. Re Walsh, Case 17180, August 
9, 1955. 


Mutual Association Exempt from Commission Jurisdiction 


HE Missouri commission held that a 

company, formed by a group of indi- 
viduals to build and install telephone 
equipment whereby they could furnish 
telephone service between themselves and 
other people in the community, was not a 
public utility subject to its jurisdiction. 
The company had never been incorpo- 
rated. 

When the proceeds paid into the treas- 
ury were insufficient to pay current ex- 
penses, some of the individual members 
would furnish money for that purpose. 
These parties have always regarded them- 
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selves, and have been regarded by the pub- 
lic, as the owners of the company. 

None of the parties ever received any 
profit or remuneration from the profits of 
the company, nor did they expect to re- 
ceive any profit. The commission con- 
cluded that the company was a voluntary 
association operating telephone lines for 
the personal convenience of its members, 
not conducting telephonic communications 
for hire, and, therefore, not a public utility 
subject to its jurisdiction. Re Lakenan 
Teleph. Co. Case No. 13,131, July 27, 
1955. 


Acquisition and Consolidation of Telephone Exchanges to 
Improve Service 


HE Missouri commission authorized 
a telephone company to acquire and 
consolidate certain telephone properties, 
where the project would bring telephone 
service to a territory which had been with- 


OCTOBER 13, 1955 


694 


out the service of a regulated utility. In 
the areas where regulated exchanges were 
to be acquired, the quality of service would 
be materially improved. The commission 
found that the consolidation of the ex- 
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changes with the territory sought to be 
served by the company should produce a 
unit with sufficient size and potential to be 
economically feasible. 

Although rates were not an issue in the 
proceeding, it was pointed out that the in- 
vestment required for the type of tele- 
phone plant proposed would necessitate 
higher rates. 

The evidence indicated, however, that 


the subscribers in the territory were 
willing to pay the higher rates for the 
superior service to be provided. The proj- 
ect had received considerable local pub- 
licity, and yet no one appeared in protest. 
The commission also found that the com- 
pany was qualified and capable in all re- 
spects to operate a telephone system. Re 
Northeast Missouri Rural Teleph. Co. 
Case No. 13,042, July 8, 1955. 


Stock Issue under Book Value Authorized to Stockholders 


HE Colorado commission granted au- 

thority to an electric company to issue 
and sell 7,313 additional shares of its com- 
mon stock to its common stockholders pro 
rata at a price of $40 a share. In the event 
that all of the new stock was not taken 
up by the stockholders, the company was 
further authorized to offer any remaining 
shares to its employees at the same price 
or, finally, to the general public if neces- 
sary. The proceeds of the issue were in- 
tended largely to satisfy current indebted- 
ness and, also, to pay for certain plant 
improvements. 


Equity Ratio and Book Value 


The commission observed from the bal- 
ance sheet presented with the application 
that the issuance of the new stock would 
raise the ratio of common and preferred 
stock equity to total capitalization to 55.6 
per cent. The balance sheet further dis- 
closed that the book value of outstanding 
common stock was approximately $43.50 


a share, or $3.50 over the price of the new 
stock. No unreasonableness or difficulties 
were found by the majority of the com- 
missioners in either of these particulars. 


Dissenting View 


The differential of $3.50 a share, how- 
ever, occasioned much concern to a dis- 
senting commissioner who maintained that 
the common stockholders, in purchasing 
the new issue at less than the book value 
of outstanding common stock, would se- 
cure a “windfall,” while if, as he recom- 
mended, the issue were offered directly to 
the public, the new shares could be sold 
at book value, and the total proceeds real- 
ized by the company would be. thereby 
considerably enhanced. He also expressed 
the view that such additional funds might 
be used as a basis for a reduction of rates 
“rather than an enrichment of the present 
stockholders.” Re Home Light & P. Co. 
A ppplication No. 13514, Decision 44455, 
July 27, 1955. 





Other Recent Rulings 


Evidence as to Contract Rates. The Fed- 
eral Power Commission reversed a ruling 
by an examiner which overruled an objec- 
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tion to questions relating to the reason- 
ableness of rates and charges contained in 
contracts renegotiated between a gas trans- 
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mission company, the rates of which were 
under investigation, and certain producer- 
suppliers, where the charges for gas sup- 
ply had been filed and had become effec- 
tive under the provisions of the Natural 
Gas Act. Re Tennessee Gas Transmission 
Co. Docket No. G-5259, July 14, 1955. 


Evidence as to Suppliers’ Rates. The 
Federal Power Commission sustained a 
ruling by an examiner excluding, in a case 
involving rates of a natural gas transmis- 
sion company, questions relating to in- 
creased rates and charges of producer- 
suppliers, where such increased charges 
had become effective by filing under § 4(d) 
of the Natural Gas Act. Re Tennessee Gas 
Transmission Co. Docket No. G-5259, 
July 14, 1955. 


Gas Certificates. In considering which 
of two rival applicants was better qualified 
to render gas service to an airport under 
construction, the Missouri commission 
gave consideration to the fact that there 
would be a substantial additional need for 
service in the area because of the growth 
of the area which would result from the 
completion of the airport, and this would 
bear on the question of ability to serve. 
Re Gas Service Co. Case Nos. 12,632, 
12,674, May 24, 1955. 


Security Issues by Subsidiaries. The Se- 
curities and Exchange Commission, in 
passing upon the applications of two sub- 
sidiaries of the same holding company for 
authority to issue short-term notes, con- 
sidered not only the capital structures of 
the subsidiaries but also the effect of the 
financing from the viewpoint of the hold- 
ing company’s system as a whole, to deter- 
mine whether the proposed issues were 
reasonably adapted to the security struc- 


ture not only of the issuing companies but 
also of other companies in the holding 
company system. Re Milwaukee Gas Light 
Co. File Nos. 70-3392, 70-3395, Release 
No. 12954, July 29, 1955. 


Automatic Flasher Lights. The Ohio 
supreme court refused to substitute its 
judgment for that of the commission in a 
proceeding in which the commission deter- 
mined that automatic flasher lights and 
short-arm gates were required at a grade 
crossing. New York Central R. Co. v. 
Ohio Pub. Utilities Commission, 127 
NE2d 208. 


Private Crossing. The Wisconsin com- 
mission refused to assume jurisdiction 
over a petition for a grade-crossing altera- 
tion where the road intersecting the rail- 
road right of way appeared to be a private 
farm driveway even though it had been 
maintained and plowed clear of snow at 
public expense for about twenty years. Re 
Town of Emmet, 2-R-2913, August 4, 
1955. 


Highway Crossing. The fact that a 
number of persons were in the habit of 
using a certain place as a crossing, held 
the Pennsylvania supreme court, did not 
make the place a public highway crossing 
subject to the jurisdiction of the commis- 
sion where there was no public right of 
passage. Delaware, L. & W. R. Co. v. 
Shuman, 115 A2d 161. 


Fines and Penalties. The Missouri com- 
mission has held that it may not impose a 
penalty upon a telephone company for vio- 
lation of an accounting order unless the 
company has been served with a copy of 
the order. Re Joste (Cuba Teleph. Co.) 
Case No. 12,943, July 27, 1955. 
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When planning a new outdoor substation, take 
advantage of DELTA-STAR’s standardized engi- 
neering and production methods. You save 
money in the process—and need not sacrifice 
your special requirements. 


Simply provide a one-line diagram of your 
proposed installation—for any type of station 
or any voltage rating. Add information about 
ground space available,arrangement and height 
of circuits. DELTA-STAR engineers then go to 
work for you. 


DELTA-STAR 


outdoor substation costs 


Gain specialized experience, engineering advantages, 


and complete satisfaction with DELTA-STAR on the job 


When you want the best in outdoor substations, specify DELTA-STAR. 


DELTA-STAR ELECTRIC DIVISION 


KP 


. K. PORTER COMPANY, INC. 


410 NOISIAIO Vv 























You receive complete construction drawings. 
When drawings are approved, steel structures 
are fabricated and galvanized under rigid 
DELTA-STAR engineering control. All component 
parts are made ready or provided from stock 
—from anchor bolts to switch operating mech- 
anism. Assembly and erection is quick and easy. 


The result? You hold engineering and erection 
costs to a minimum. You gain satisfaction of a 
job well done. To gain these advantages, check 
DELTA-STAR for your next installation. 





2437 Fulton Street 





H. K. PORTER COMPANY, INC. 


OF PITTSBURGH 


District Offices in Principal Cities 
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“new-looking” 20 


-year poles. 


Pressure-Creosoted poles 
installed in 1916 still in service! 


@ The length of service received 
from any type of equipment is usual- 
ly the truest test of its value and real 
cost. This is certainly the case with 
pressure-creosoted utility poles. 
Take the record of the Iowa-Illinois 
Gas & Electric Co., of Davenport, 
Towa. 

This utility, which serves 100,000 
residential and commercial cus- 
tomers in both urban and rural areas, 
has been using pressure-creosoted 
poles for a long time. ‘Creosote- 
treated poles last even longer than 
we had expected when we originally 


purchased them. We’ve been using 
them since 1916 and still do not 
know when a creosoted pole can 
be called old,” says Mr. William 
Thompson, construction supervisor. 
“Many of our oldest poles have been 
removed from their original loca- 
tions. In at least one case that I can 
recall, poles installed in 1923 were 
pulled out of a 25-mile stretch in 
1944, found to be in excellent shape 
and reinstalled in rural areas in 
1945.” 

Mr. E. F. Miller, manager of Iowa- 
Illinois Electric Transmission and 


Distribution Division, adds, “In 1945 
and 1946, we pulled out about 300 
creosoted poles that were over 30 
years old. Only 3 poles had to be 
junked . . . the rest were put back 
into service in various rural lines.” 
A good record? Certainly, but not 
unusual when you use utility poles 
pressure-treated with a good grade 
of creosote—like USS Creosote. For 
more information on this quality 
wood preservative, contact our neat- 
est sales office or write to United 
States Steel Corporation, 525 Wil- 
liam Penn Place, Pittsburgh, Pa. 


You can obtain clean pressure-creosoted poles upon specification without sacrificing pole service life. 


USS CREOSOTE 


SALES OFFICES IN PITTSBURGH, NEW YORK, CHICAGO, CLEVELAND, SAN FRANCISCO AND FAIRFIELD, ALA. 
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Industrial Progress 


The Role of the Gas Refrigerator 


By Duncan C. Menzies 
President of Servel, Inc. 


With each passing day, one truth 
becomes increasingly evident—that 
the destinies of Servel and the Ameri- 
can gas industry are inseparably 
welded together. Each needs the 
other, Neither can prosper fully with- 
out the other’s support. 

As the nation’s only manufacturer 
of gas refrigerators for 29 years and 
a company which is constantly devel- 
oping new and better gas products in 
both the refrigeration and air condi- 
tioning fields, Servel is of critical im- 
portance to the gas utility industry. 
Its 3,500,000 gas refrigerators in 
service are not only an extremely im- 
portant source of revenue (estimated 
at over $50 million a year), but they 
are perhaps the gas utilities’ strong- 
est piece of armor in protecting their 
kitchen load against powerful compe- 
tition. Also, Servel’s “all-year” gas 
air conditioners are helping to fill the 
gas industry’s summer load valleys. 

From the other side of the fence, 
Servel most surely needs the whole- 
hearted support of the gas industry. 
Without it, the gas refrigerator can- 
not long survive. With this support, 
highly encouraging profits may accrue 
to the gas utility companies, to Servel 
and all those levels of distribution 
needed for full coverage of our mar- 
ket and maximum gas refrigerator 
sales. If Servel emerges from red-ink 
status next year—and indeed, we are 
confident it will—the reason will part- 
ly lie in the fact that gas utilities are 
adopting the Servel dealer-support 
plan by providing what we call the 
“elements of a gas refrigerator sale” 
—free installation, free service no- 
recourse financing, and other sales 
stimulants. 

The new utility support program 
las revived interest in the gas refrig- 
erator among appliance dealers and 
has prompted important distributors 





all over the country to seek the Servel 
line. At latest report, 65 gas distrib- 
uting utilities, representing 9,043,775 
meters (almost 40 percent of the na- 
tion’s total), had adoped the “ele- 
ments of a sale” dealer-support plan. 





DUNCAN C. MENZIES 


Six months ago, only five utility com- 
panies, representing only 9 percent of 
the total meters, were giving all-out 
support to gas refrigerator dealers. 

Some measure of the effect of this 
new-found gas utility support may be 
found in greatly increased sales of 
Servel gas refrigerators during the 
spring and summer months. Factory 
billings are up over last year—6/ 
percent for the five months through 
August, and 111 percent for August 
alone, 

But it is no final crowning achieve- 
ment to have enlisted the support of 
gas utilities serving nearly 40 percent 
of America’s meters in a program 
which has the far-reaching effects of 
increasing dealer sales, increasing the 
gas industry’s residential load, and in- 
suring the gas load in the American 
kitchen. Much work remains to be 
done. By the end of 1955, we hope to 
have enlisted the support of gas com- 
panies serving at least 60 percent of 
the nation’s meters. 
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It is no myth that the gas refrigera- 
tor is “profit insurance” for the util- 
ity. Studies show that the refrigerator 
is seldom the first gas appliance to be 
purchased by the customer, The range 
is usually first, the water heater sec- 
ond, and the refrigerator third. Little 
profit, if any, is realized by the gas 
utility company from the one-appli- 
ance home. Installation of a second 
appliance brings a small profit, but it 
is not until the third is added that a 
real profit is assured. 

It is likewise no myth that the gas 
refrigerator is the best insurance the 
gas utility industry has to influence 
home owners from deciding to change 
from gas to competitive fuels. With 
only a single gas appliance—such as 
a range, which may be ready for re- 
placement, anyway—the home owner 
may be easily persuaded to change 
fuel. With a gas refrigerator, usually 
the third gas appliance, the chances 
of change are much more likely. 

Many gas utility companies have 
realized the close relationship be- 
tween the foregoing facts and Servel’s 
“elements of a sale” plan, and we can 
all derive inspiration from the suc- 
cessful sales records some of them 
have chalked up since putting the plan 
into effect. 

In the first few weeks after six gas 
utilities in Boston and environs adopt- 
ed the plan, 42 new dealers selling 
gas appliances exclusively were add- 
ed. These dealers sold 131 gas re- 
frigerators during that period. 

In Pittsburgh, where three gas 
utility firms are sponsoring hard-hit- 
ting promotions in addition to sup- 
porting the “elements of a sale” plan, 
gas refrigerator sales in August 
soared to a level 414 percent above 
that for the same month last year. 
Forty-five new Servel appliance deal- 
ers have been added, more are ex- 
pected, and practically all former 
dealers have been reactivated. 

In the Philadelphia Gas Works 


(Continued on page 36) 
35 








PROGRESS IN SAFETY 


Safety for the gas customer and to gas 
company employees is of prime im- 
portance to company management. 
One of the most significant advance- 
ments in safe operating practice is the 


use of the Mueller No-Blo® Method. 


The No-Blo Method is an operating 
procedure that allows all connections 
to be made under pressure with no 
escape of gas—assuring safe working 
conditions for the employee. The 
positive confinement of gas at all 
times and the rugged construction of 
Mueller Products assures prolonged 
safety for the customer now and in 


the future. 


If you are not familiar with the safe 
Mueller No-Blo Method and the com- 
plete line of Mueller No-Blo Equip- 
ment, contact the local Mueller Rep- 
resentative in your area. He will be 
happy to refer you to other companies 
who are taking advantage of safe 
be 


happy to explain the application and 


operating procedures and_ will 


use of the complete line of Mueller 


No-Blo Equipment. 


MUELLER CO. 


Dependable Since 1857 
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territory, 45 new strategically-located 
Servel dealers were added and 178 


| gas refrigerators were sold by these 


new outlets during the first four 
weeks after the plan was instituted. 
The PGW policy includes a dealer 
floor plan in addition to the three 
basic “elements.” “‘Dealers really sell 
when profits are guaranteed,” Jim 
Nichols, PGW sales manager, told us. 

In the Milwaukee Gas Light Com- 
pany territory, Servel was able to 
hand-pick the 10 dealers it wanted 
after the utility had instituted an 
“elements-plus” plan. In addition to 
the basic “elements,” Milwaukee Gas 
Light Company’s policy provides free 
display models, free promotion ma- 


| terials, free sales training, free sales 


| assistance and free TV and _ radio 
| advertising. 
Southern Union Gas Company, 


recognizing the tremendous value of 


| making its own employees boosters of 


gas refrigeration, planned and carried 
out an energetic Personal Ownership 
program, Asa result of the one-month 
campaign, an additional one out of 
ten Southern Union employees pur- 
chased a gas refrigerator, Incidental- 
ly, this was only one phase in one of 
the most complete appliance merchan- 
dising programs we’ve seen in a long 
time. It’s no wonder that Southern 
Union’s refrigerator sales are more 
than double those of last year. 

In the Dallas-Fort Worth area of 
Texas, the Lone Star Gas Company 
has instituted a dealer development 
program which provides sales train- 
ing and demonstrations and home 
calls by company home economists in 
addition to the three “elements.” 

“We recognize that one of the first 
essentials in this program will be de- 
veloping a strong retail dealer organ- 
ization,” a Lone Star Gas spokesman 
told us. “We consider this so impor- 
tant that we are willing to provide the 
distributors and dealers with certain 
assistance in the installation and 
servicing of the refrigerator that goes 
beyond what we can offer in the sup- 
port of any other gas appliance.” 

3enefits accrue to all parties under 
the plan. 

“When you have all-out utility 
support, you can pick the dealers you 
want,” observed a Servel field sales- 
man in the Middle West. “And, when 
you have the right dealers, profits in- 
crease at all levels of distribution.” 

The United Fuel Gas Company, 
Charleston, W. Va., has added a deal- 


| er floor plan, home demonstration 


service and a dealer salesman contest 
to the basic “elements of a sale” pro- 
gram. 

These are only a few random ex- 



























































INDUSTRIAL PROGRESS—( Continued ) 


amples of what can be done. 

What of the future? Servel's re- 
frigerator line next year will ieature 
a revolutionary use of color, an ex- 
clusive design achievement of \Valter 
Dorwin Teague and Associates 
and increased performance efficiency, 
These new developments were origin- 
ally scheduled to be incorporated 
in Servel’s 1957 models. But prelim- 
inary surveys of consumer acceptance 
proved the new advancements to be 
such powerful sales stimulants that 
they will be introduced a year ahead 
of time. Top-of-the-line refrigerator 
models next year will again be 
equipped with Servel’s exclusive au- 
tomatic icemaker, which the company 
introduced to the world three years 
ago. This is the unique device that 
freezes ice-circles without trays, stores 
them in a container, and automatically 
replaces them as they are used. Where 
the consumer has had a choice between 
automatic ice-maker and non-auto- 
matic-ice-maker models, three out of 
five gas refrigerators purchased have 
been equipped with this unique con- 
venience feature. 

Servel’s standards in product qual- 
ity and performance were raised to 
new levels during the past year, Sery- 
ice problems on 1955 refrigerator 
models have been virtually non-exist- 
ent. Performance milestones included 
the improvement of refrigerator cab- 
inet temperatures under peak load 
conditions by several degrees. 

On the air conditioning side, where 
sales potentials are increasing annual- 
ly by leaps and bounds, Servel has 
started nation-wide field tests of a new 
experimental 3-ton lightweight “all- 
year” gas air conditioner, which is 
half the size and weight of other 3-ton 
models. If the tests confirm expecta- 
tions, this compact direct-fired single- 
coil unit may well revolutionize the 
air conditioning world. Indeed, it 
promises to be a boon to the gas util- 
ity industry which so needs air condi- 
tioning volume for seasonal load 
balance. Price of the new model is ex- 
pected to be lower than that of earlier 
3-ton models when production starts 
next summer. 

What of Servel’s financial condition 
and consequently its ability to con- 
tinue serving the gas industry? Our 
company’s condition is sound. On 
September 1, the company completed 
repayment of $6 million in bank bor- 
rowing—30 days before due, and now 
has no civilian bank loans outstand- 
ing. General operating expenses tof 
the first nine months of 1955 were 29 
per cent less than for the correspond- 
ing period a year ago. Servel will stil 
(Continued on page 38) 
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POWERS) 


PRESENTS THE PM-2 


olo-Mastor 
FULLY 
POWERED 


HYDRAULIC 


DERRICK 


It’s here! The sensational PM-2 Pole-Master... 
with an operating arc well in excess of 180 degrees. 
“Live boom”—actuated by twin hydraulic cylin- 
ders—can be moved under load. Head sheave can 
be threaded from ground. Stows completely out of 
the way ... without obstructing body load area 
or roof. Always ready for use instantly, at the 
flick of a single-lever control. 


In three sizes... for poles up to 40’—for poles 

up to. 55’—and for poles up to 70’—installed on a 
Powers-American Line Body 
that’s right for your job. 


INDUSTRIAL PROGRESS 
(Continued ) 


be in red ink at the close of 1955, byt 
indications are that the compan) will 
probably be able to eliminate all losses 
in 1956. 

Servel is dedicated to se rving the 
gas utility industry. The company 
which first stirred mass public interes 
in gas with its “flame that freezes.” 
and ‘ ‘miracle of ice from heat” has one 
of the gas equipment industry’s largest 
staff of engineers and re searchers. 
Servel is investing from two to three 
times as much of its budget dollar in 
research and product development as 
the average manufacturer. The com-|} 
pany which produced the first gas- 
operated absorption-type refrigerator 
in 1926, the first air-cooled freezing 
system in 1933, the first one-piece 
steel cabinet in 1937, the first auto- 
matic ice-maker model in 1952, and 
more cooling-and-heating air condi- 
tioning installations than any other 
manufacturer knows that it cannot 
stand still in our competitive society. 
It either moves forward or it auto- 
matically is swept backward. 

The gas industry can rely on Ser- 
vel’s unrelenting efforts to manufac- 
ture completely dependable quality 
products, to develop new products at 
lower cost, and to conduct constant] 
research into new fields and applica- 
tions for gas-operated products, With} 
no letup foreseen in the national home} 
building boom—$92 billion of resi-] 
dential construction has been predict- 
ed for the next decade—and a promis- 
ing long-range gas supply outlook, 
both Servel and the gas industry face 
a wide-open, challenging, though 
highly competitive future. 

In 1948, more gas refrigerators 
were sold than in any other year in 
Servel’s history. But I venture the 
prediction that, with the close cooper} 
ation of gas distributing utilities in} 
providing the “elements of a sale,” an-| 
nual sales of gas refrigerators can be| 
more than double, in ‘the foreseeable} 
future, the peak volume of 1948. 

We have a long way to go to reach) 
such a goal, but it can be done if we 
work together in exploiting our mu- 
tual opportunities. 


Montana-Dakota Utilities to 
Spend $9,928,000 on 
Construction 
MONTANA-Dakota Utilities Com- 
pany, Minneapolis, Minnesota, has re- 
ceived authorization from the Federal 
Power Commission to issue $6,500, 

000 in promissory notes. 
Purpose of the Notes is to provide 
temporary financing for part of the 


(Continued on page 40) 
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Promotion 
paves the way 
for progress 








"No modern community can grow faster than its public utilities.” 


U.G.I. endorses this statement with sincerity 
and has, therefore, aggressively promoted 
the use of gas in its fast-growing Eastern 
Pennsylvania service area. And . . . to com- 
plete the “‘cycle” . . . our ability to provide 
gas services in keeping with this growth has, 
in turn, helped to make Eastern Pennsylvania 
more attractive to more and more people as a 
place to live and to an increasing number of 


industries as a place to do business. 


We like to feel that our acceptance of this 
responsibility to our customers and the com- 
munity has in more than small measure 


contributed significantly to the tremendous 


growth of “Delaware Valley, U.S.A.” and 
the other surrounding areas that U.G.I. now 


services in Eastern Pennsylvania. 


This growth, resulting in steady increase in 
the use of gas appliances, has naturally 
necessitated expanded and modernized plant 
equipment and improved systems of distribu- 
tion. And we continue to make large invest- 
ments in plant and service facilities with 
confidence . . . because GAS continues to be 
the outstanding all-round fuel VALUE. As 
long as we promote it as such we are certain 


of future progress. 
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for a “BABY DIGGER” 


Your local distributor will show you how 


Clevelands dig more trench...in more places... at less cost. 





THE CLEVELAND TRENCHER COMPANY « 20100 St. Clair Ave., Cleveland 17, Ohio 























INDUSTRIAL PROGRESS 
(Continued ) 


cost of additions to the Comipany’s 
fixed assets during 1955. The total 
estimated cost for the last half of 1955 
is $9,928,000, of which $1,462,000 js 
allotted for major electric projects: 
$5,847,000 for major gas projects: 
and $2,619,000 for minor gas and 
electric projects and work orders. 


4.900 Miles of Natural Gas 
Pipeline Authorized by FPC 
In Past Year 
THE Federal Power Commission au- 
thorized construction of more than 
4,900 miles of interstate natural gas 
pipeline during the 12-month period 
ended June 30, 1955, according to 
IPC Chairman Jerome K. Kuyken- 

dall. 

The new facilities, which include 
nearly 260,000 horsepower in com- 
pressor units, have an estimated total 
construction cost of approximately 
$465,300,000, Chairman Kuykendail 
said. The lines will increase the na- 
tion’s gas transmission by 1,750,000,- 
000 cubie feet a day. 

The Chairman’s report said that 
major projects—those having an esti- 
mated cost of $700,000 or more each 


accounted for about $456,969,000 of | 


the total construction cost. The larger 
projects, which will increase the daily 
delivery capacity of the individual 
transmission systems involved — by 
more than 1,614,000,000 cubic feet of 
natural gas per day, are expected to 
benefit 113 cities of 50,000 population 
or over in 22 states and the District of 
Columbia as well as numerous smaller 
communities. These projects involve 
construction of approximately 4,600 




















miles of new pipeline and installation | 


of compressor facilities totaling near- 
ly 255,000 horsepower. 

The largest single authorization 
during the 12-month period was issued 
to American Louisiana Pipe Line 


Company for its proposed Louisiana- | 


to-Michigan natural gas transmission 
system. This project involves a main 
transmission line from a point near 
North Tepetate, La., to the Detroit, 
Mich., area. It consists of 1,004 miles 
of 30-inch main line, with 82 miles of 
24-inch supply laterals, 86 miles of 
miscellaneous 6-inch to 12-inch supply 
feeder pipelines in Louisiana, and 30,- 
000 horsepower in 3 main line com- 
pressor stations. Estimated to cost 
$122,917,000, the project is designed 
to have an initial delivery capacity of 
300 million cubic feet of natural gas 
per day for service to its affiliates. 
Michigan Consolidated Gas Company. 
Milwaukee Gas Light Company, and 
Michigan-Wisconsin Pipe Line Com- 
(Continued on page 42) 
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The Chicago Baily Tribune. 
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Chances are, your grandfather had a Holland Holland is the world’s largest installer of 
Furnace in his home—for Holland has been home heating equipment, with more than 500 
a favorite for half a century. And with good _factory branches and sub-branches. More 
reason. For Holland has built a national repu- than 5000 Holland men are now continuing 
tation by building good heating systems and __ the Holland tradition of reliable furnaces and 
installing them expertly. furnace service. 
5 0 LLAN p FURNACE COMPANY 
World’s Largest Installers of Home Heating Equipment, Main Office and Plants at Holland, Michigan 
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pany, subsidiaries of American Nat- 
ural Gas Company. The gas will be 
used to meet increased demands and 
future requirements of existing cus- 
tomers in Michigan, Wisconsin, Iowa 
and Missouri. 

During the preceding 12-month pe- 
riod, ended June 30, 1954, the FPC 
authorized a total of more than 6,400 
miles of pipeline and installation of 
approximately 252,000 horsepower at 
a total estimated cost of $500,881,000. 
Compared with the year ended June 
30, 1955, these totals are higher for 
mileage and cost, but lower for com- 
pressor station horsepower. Facilities 
authorized for each of the two 12- 
month periods are designed to add ap- 
proximately the same total amount of 
daily delivery capacity to the individ- 
ual pipeline systems—about 13 billion 
cubic feet. 

Since February 7, 1942 (the date 
the certificate provisions of the Nat- 
ural Gas Act became effective), the 
FPC has authorized a total of more 
than 64,000 miles of pipeline and near- 
ly 4,400,000 horsepower in compressor 
units at a total estimated cost of more 
than $4,852,000,000. Major projects 
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SURVEY CONSULTANTS, INC. 
572 Washington St., Wellesley 81, Mass. 
WEllesley 5-6660 
Midwest Office «© Richmond, Mich. 
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authorized during this 134 year peri- 
od are designed to add more than 233 
billion cubic feet of daily delivery ca- 
pacity to the individual pipeline sys- 
tems in the United States. However, 
the quantity of this additional natural 
gas actually to be delivered to the Na- 
tion’s markets will be somewhat lower 
because in some cases the same gas 
will be transported through the new 
facilities of two or more pipeline sys- 
tems. 


Gas Industry Shows Gain In 
Sales and Revenues 
TOTAL operating revenues of the 
gas utility and pipeline industry 
reached a record high of $4,967 mil- 
lion for the twelve-month period 
ended June 30, 1955, the American 
Gas Association reported recently. 
This was a gain of $573 million, or 
13.0 per cent over the $4,394 million 

in the same period a year ago. 

Net operating revenues in this 
twelve-month period rose to $655 mil- 
lion, a 14.5 per cent increase over the 
$572 million a year earlier. Net in- 
come rose from $441 million to $482 
million, an increase of 9.3 per cent. 

Total taxes paid by the gas utility 
and pipeline industry during the 
twelve months ended June 30, 1955, 
rose to $621 million from the $553 
million during the same period a year 
ago. Total taxes, including federal in- 
come taxes, represented 12.5 per cent 
of operating revenues for the gas in- 
dustry in the last twelve months. 

Gas utility and pipeline sales to ulti- 
mate consumers totaled 63,900 million 
therms in the twelve-month period 
ending June 30, 1955. This was an 
increase of 8.3 per cent over the 58,981 
million therms sold in the same period 
a year ago. 

On June 30, 1955, a total of 28.0 
million customers, excluding approxi- 
mately 240,000 customers receiving 
liquefied petroleum gas through utility 
mains, were receiving utility gas. This 
was a 3.7 per cent increase over the 
27.0 million customers served a year 
earlier. Of this total, 25.8 million were 
residential customers on June 30, 
1955, a gain of 3.7 per cent, or 914,- 
000 more residential customers than 
a year ago. 

For the twelve months ended June 
30, 1955, natural gas sales totaled 60,- 
477 million therms, an 8.5 per cent 
increase over the 55,743 million 
therms sold in the same period a year 
ago. 

The 22.6 million natural gas cus- 
tomers on June 30, 1955, represented 
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80.9 per cent of the total gas industry 
customers. A year ago there were 21.1 
million natural gas customers, repre- 
senting 78.2 per cent of the total gas 
industry customers. 

Sales of manufactured and mixed 
gas increased 1.6 per cent during the 
second quarter of 1955 while revenues 
from the sales were off 0.3 percent. 


Northern Natural Gas to Build 
New Pipeline Facilities 


NORTHERN Natural Gas Com- 
pany, of Omaha, Neb., plans to con- 
struct new pipeline facilities in Texas 
and Jowa to increase the capacity of 
its system by 30,513,000 cubic feet of 
natural gas per day, to a new total of 
1,130,569,000 cubic feet daily. 

The new facilities, estimated to cost 
$760,600, include a  2,000-horse- 
power compressor unit in Northern’s 
Sunray, Tex., station, and approxi- 
mately 63 miles of 6-inch pipe paral- 
leling sections of existing line in Iowa. 


New Safety Records Set by 
Gas Industry 


THE gas industry in the past few 
years has shown steady progress in 
reducing the frequency and severity 
of injuries to its employees. They 
have dropped with a high of 21.86 in- 
jury frequency rate in 1947 to 10.51 
in 1954, 

This encouraging report was sub- 
mitted by R. N. Papich, safety con- 


sultant, American Gas Association, at | 
the 7th Annual Conference of the | 


Accident Prevention Committee of 
A.G.A. which was held in conjunc- 
tion with the meeting of the Accident 
Prevention Committee of the South- 
ern Gas Association, at Little Rock, 
Arkansas, September 14-15, 1955. 





Mr. Papich went on to point out | 


that about 35 per cent of the gas com- 
panies are responsible for nearly 75 
per cent of all the industry’s accidents, 
and that the industry should work to 
improve its position in the industrial 
accident prevention picture of the na- 
tion as a whole, since the relative rank- 
ings issued by the National Safety 
Council still did not present the gas 
industry in too good a light. 

About 100 safety executives from 
the gas industry and allied industries 
attended the two day conference. 


Northern States Power to 
Expand Facilities 


NORTHERN States Power Com- 
pany, Minneapolis, Minn., has re- 
(Continued on page 44) 
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KEEPING PACE WITH FLORIDA! 


“PEOPLE'S GAS” NOW SERVES BOTH EAST AND WEST COASTS 


*“‘People’s,”’ the State’s largest 
gas utility, welcomes the op- 
portunity to serve the resi- 
dential, commercial and in- 
dustrial needs of Florida’s fast 
growing communities. Almost 
$6,000,000.00 has been in- 
vested during the recent past 
in modernization by the 
People’s Water & Gas Co. 
along Florida’s Gold Coast. 
Millions in improvements are 
planned for People’s subsidi- 


ary, the Tampa Gas Co., 
serving Florida’s thriving West 
Coast. This great integrated 
system with the nation’s most 
modern facilities covers a ser- 
vice area population of 1.5 
millions, with an annual dis- 
tribution of over 2.5 billion 
cubic feet of gas. 

Whatever your fuel needs 
in Florida are, People’s Gas 
wants to remind you that gas 
does the job best! 





PEOPLES=€¥ 


GENERAL OFFICES: NORTH MIAMI, FLORIDA 
and its subsidiary, The Tampa Gas Company 
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ceived Federal Power Commission au- 
thorization to issue promissory notes 


not exceeding an aggregate $25,000.- 
O0OC face value at any one time out- 
standing. 


Northern States which serves 380 
communities in Minnesota, North Da 
kota, and South Dakota, plans an es 
timated $11,420,000 in additions and 
improvements to natural gas facilities ; 
$3,324,000 in additions and improve- 
ments to general plant and equipment, 
with the balance going towards im- 
provements and additions to electric 
facilities. 


Motorola Names Manager and 
Sales Managers for New 
Department 
CONSOLIDATION of Motorola’s 
Microwave and Power Utility Prod- 
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ucts Departments has been announced 
by Daniel E. Noble, vice president of 
the Communications and Electronics 
Division. Robert F. Schulz has been 
made manager of the new department 
which will be called the Microwave 
and Industrial Products Department. 
Commercial sales activities will be di- 
rected by Leonard G. Walker ; James 
Stewart will be in charge of export 
and special accounts sales. 

Since joining Motorola in 1952, 
Mr. Schulz has directed the engineer 
ing, production and sale of the 
Motorola line of microwave equip- 
ment, which includes message circuit, 
monochrome and color TV relay, and 
radar relay equipment. His 25 years 
of previous experience in the elec- 
tronic industry include 13 years in 
various positions in the broadcast in- 
dustry, three years as a consulting 


radio engineer and nine years as Su- 
pervising Engineer and Deputy Di- 
rector for Airborne Instruments 
Laboratory. 

Prior to his new assignment, Mr, 
Walker was product manager for 
Power Utility Products, with respon- 
sibility for power line carrier, voice 
frequency carrier, supervisory con- 
trol, power line coupling networks, 
and related devices. 

3efore joining Motorola in 195}, 
Mr. Walker was electrical engineer for 
the Idaho Power Company in Boise. 
While there, he revamped the utility’s 
transformer maintenance program, 
developed a system of automatic con- 
trol of sub-stations and guided design 
and installation of extensive control 
equipment by Idaho Power. 


(Continued on page 46) 

















This announcement is not an offer to sell or a solicitation of an offer to buy these securities. 


The offering is made only by the Prospectus. 


$40,000,000 


—_-+ 


The Columbia Gas System, Inc. 
°g% Debentures, Series E Due 1980 


Dated September 1, 1955 Due September 1, 1980 


Price 100% and accrued interest 


The Prospectus may be obtained in any State in which this announcement is circulated from only such 
of the undersigned and other dealers as may lawfully offer these securities in such State. 


















BLAIR & CO. 


INCORPORATED 


HALLGARTEN & CO. 


WEEDEN & CO. 


INCORPORATED 


GREGORY & SONS 


BALL, BURGE & KRAUS 


September 22, 1955 








BEAR, STEARNS & CO. 


CARL M. LOEB, RHOADES & CO. 
SCHOELLKOPF, HUTTON & POMEROY, INC. 


AUCHINCLOSS, PARKER & REDPATH 
NEW YORK HANSEATIC CORPORATION 


HALSEY, STUART & CO. INc. 
A. G. BECKER & CO. 
INCORPORATED 


COFFIN & BURR DICK & MERLE-SMITH 


INCORPORATED 

HORNBLOWER & WEEKS LADENBURG, THALMANN & CO. 
L. F. ROTHSCHILD & CO. 

SHIELDS & COMPANY 
BAXTER, WILLIAMS & CO. 
SHEARSON, HAMMILL & CO. STROUD & COMPANY 

INCORPORATED 
COURTS & CO. H.HENTZ & CO. HIRSCH & CO. 
WM. E. POLLOCK & CO., INC. 


F.S. SMITHERS & CO. 


BACHE & CO. 


IRA HAUPT & CO. 
STERN BROTHERS & CO. 
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in West-Central year. During 1955 our gas customers will in- 


crease in number by 7%. And by year’s end, 


Ohio ’ we will have installed 150 miles of new dis- 
e 


tribution mains. (*In addition, we've added 


These are the records that Dayton Power and 


50 miles through purchase of The Lake Gas Co.) 


Records like these are music to our ears! 


The Dayton Power and Light Company 


25 North Main Street ® Dayton 2, Ohio 


200 MILES* OF 
GAS DISTRIBUTION 
MAINS ADDED 
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El Paso Natural Gas Plans 
$2,225,000 Construction Program 
EL PASO Natural Gas Company, E1 
Paso, Tex., has been granted tempo- 


rary authority by the Federal Power 


Commission to construct and operate 
natural gas facilities estimated to cost 
$2,225,000. The new facilities would 
enable El Paso to purchase approxi- 
mately 60,000,000 cubic feet of residue 
natural gas per day from the Texas 
Hydrocarbon Company. 

Concurrent with the El Paso au- 
thorization, the FPC granted Texas 
Hydrocarbon authority to deliver and 
sell the gas to El Paso. Both author- 
izations are without prejudice to such 
final disposition as the record may re- 
quire, the FPC stated. 

El Paso’s construction would in- 
clude: 

Approximately 61.6 miles of 14 in. 
pipeline extending from the Texas 
Hydrocarbon Jameson Plant, Coke 
County, Tex., to El Paso’s Tex-Har- 
vey compressor station Midland 
County, Tex.; an additional 880 
horsepower compressor unit with 
necessary appurtenances at the Tex- 
Harvey Station ; and a purchase meter 
and check meter stations. 


It's "Old Stove Round-Up Time!" 


It’s “Old Stove Round-Up Time” 
again and the gas industry has put out 
the Welcome Mat, enjoying its role 
of “The Host with the Most” to mil- 
lions of Americans from coast to 
coast. 

Just what its name implies, the Old 
Stove Round-Up campaign is de- 
signed to round up old obsolete model 
stoves and replace them with the lat- 
est model gas ranges. 

A PAR activity of the American 
Gas Association with the cooperation 
of the Gas Appliance Manufacturers 
Association, the campaign will run 
for three months, September through 
November, the peak season for sell- 
ing home appliances. 

The gas industry estimates that a 
total of 2,000,000 gas ranges will be 
sold this year. For the first seven 
months of 1955, gas range sales hit 
1,272,100, an increase of 13.3 per cent 
over the same period last year, repre- 
senting $120,000,000 in factory bill- 


ings. 


Ruud Offers Self-Mailer 
On Gas Water Heaters 


A self-mailer for gas companies, 
plumbing contractors, and LP-gas 
distributors to acquaint their custom- 
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ers with the restaurant uses of the 
Ruud-Monel two-temperature Sani- 
master automatic gas water heater is 
available from Ruud Mfg. Co., Kala- 
mazoo, Michigan. 

Form 981 is prepared for both large 
and small restaurant operators, It sets 
forth the money-saving advantages of 
the Sanimaster in providing hot water 
for all types of automatic dishwashers. 
From the same tank, new literature 
points out, this storage water heater 
delivers full flow rate at 180 degrees 
for the dish-rinsing and 140-degree 
water for general use. 


New York State Natural Gas 


Plans Expansion 
NEW York State Natural Gas Cor- 
poration, Pittsburgh, Penn., has re- 
ceived Federal Power Commission 
temporary authority to replace 12 
miles of pipe line and install an addi- 
tional 2,000 horsepower engine at its 
Tioga County, Pa., Boom compressor 
Station. 
Estimated total cost is $1,823,000. 


Peterson Named to New Post 
At M-H Division 

C. L. Peterson has been appointed 
vice president and general manager 
of the Brown Instruments Division, 
Minneapolis - Honeywell Regulator 
Company, it was announced recently 
by Henry F. Dever, president. Mr. 
Peterson had formerly been divisional 
vice president. 

Mr. Peterson will be responsible 
for the direction and co-ordination of 
operations in all departments of the 
Division, Mr. Dever said. 


FPC Issues Revised Edition 
Of Map of Major Gas Pipe 
Lines In U. S. 


The Federal Power Commission 
recently announced issuance of a June 
30, 1955, revision of its map of “Ma- 
jor Natural Gas Pipe Lines” in the 
United States, The new map super- 
sedes the December 31, 1954, edition. 

The map is approximately 14 by 20 
inches in size with a scale of 170 miles 
per inch, It is printed in five colors 
and shows major existing pipelines, 
those under construction, those which 
have been authorized and not yet 
started, and proposed lines which are 
pending Commission action. 

Each pipeline is numbered to refer 
to an index of operating companies 
listed at the bottom of the map. Exist- 
ing or proposed pipeline systems of 
115 companies are represented. In ad- 
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dition to pipelines, the map shows the 
location of natural gas fields, indicat- 
ing both major sources and general- 
ized areas of supply. 

Copies of this map may be pur- 
chased from the Federal Power Com- 
mission, Washington 25, D. C., at 
25 cents each. Order number is F PC 


M-44. 


Natural Gas Consumption 
Increases Twelve Fold 


NATURAL gas has become the fast- 
est growing primary fuel in North 
America, according to a recent re- 
port from H. C. Barten, manager 
of Worthington Corporation’s Gas 
Transmission Section of Engine Sales 
Division. Mr. Barten stated that a re- 
cent survey conducted for his com- 
pany showed that consumption of nat- 
ural gas has increased from 500 bil- 
lion cubic feet in 1920, to more than 
6,000 billion in 1950. 

According to the report, well over 
20,000,000 people in the United States 
rely solely upon natural gas for heat- 
ing and cooking purposes. In addition, 
upwards of 2,000,000 industrial firms 
are using gas as a major source of 
energy in their manufacturing opera- 
tions. 

According to Mr. Barten, the gas 
industry has had a_ phenomenal 
growth since World War II, with an 
average of 15,000 miles of gas pipe- 
line laid each year. Today, the indus- 
try has become the largest single 
source of business for the stationary 
engine manufacturing industry. 

Commenting on Worthington’s part 
in this expanding industry, Mr. Bar- 
ten explained that his company fur- 
nishes vital equipment including cen- 
trifugal compressors, angle type gas 
engine compressor units for pipeline, 
gathering and repressuring service, 
power engines for driving centrifugal 
and reciprocating compressors, and 
related accessory equipment. 


New Sealant Offered by 
Harbinson and Company 


James K. Harbinson and Company, 
Inc., 788 Seneca street, Buffalo 10, 
New York, reports that it has devel- 
oped a sealant for OEM and Mainte- 
nance Service, for sealing pipe threads 
and gaskets on gas pressure lines, 
meters, diaphragms, etc. Accord- 
ing to the announcement, the sealant 
has good metal adhesion qualities at 
temperature levels ranging from 50 
degrees below to 622 degrees above 


(Continued on page 48) 
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STOPPERS | 








ALL KINDS OF 
PIPE STOPPERS 


* 


SAFETY GAS MAIN 
STOPPER CO. INC. 


523 Atlantic Ave. e Brooklyn 17, N. Y. 
Cable Address: Gastopper, N. Y. 











P.U.R. QUESTION SHEETS 


an educational opportunity 


With the least possible expenditure of time, effort 
and money, utility executives, lawyers, accountants, 
engineers and others interested in any phase of pub- 
lic utility regulation can keep well informed through 
these brief, four-page leaflets issued every two 


weeks. 


They consist of 10 questions and 10 authoritative 
answers based on current decisions revealing court 
and commission views pro and con. Annual sub- 


scription $10. 


Send your order to 


Public Utilities Reports, Inc., 


Munsey Building, Washington 4, D. C. 











OCTOBER 13, 1955—PUBLIC UTILITIES FORTNIGHTLY 





Designed by EXPERIENCE... Proven by SERVICE 


FAIRBANKS 





VE ¢ 


VALUE — QUALITY — FAIRBANKS synony- 
mous today because of the reputation achieved 
during a half century of progressive valve de- 
velopment and field service dependability. 


The 0260—300 pound Bronze Gate Valve—is a 
typical valve, a typical value. 















TWO-PIECE UNION BONNET 


Strength, quick easy disassembly, no sliding 
or scraping of seat between body and bonnet. 


RADIAL SEAT OF UNION BONNET 
Leakproof body-bonnet joint, rigid align- 
ment. 


SOLID NICKEL ALLOY WEDGE 


guided for tight closure, corrosion resistant, 


4 
» *\ 


Fig. 0260 BRONZE GATE VALVE— 

NON RISING STEM 

300 Ibs. steam working pressure at 5$0°F. 
(0264—BRONZE GATE VALVE—RISING STEM) 









THE 6 is kk 
Fair an —— 


393 LAFAYETTE STREET ° NEW YORK 3, N.Y. 


Branches: New York 3 ° Pittsburgh 22 ° Boston 10 * Rome, Ga. 


= 
TRUCKS - CASTERS - DART & PIC UNIONS + VALVES 
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zero, yet natural gas will not dry out 
or harden this material. The company 
claims there is no condition that can- 
not be safely controlled with Harbin- 
son’s Natural Gas Sealant. 

This product, approved by Under- 
writers Laboratories, Inc., is recom 
mended for use for transmission lines 
and gas compressor stations working 
under high pressure and subject to 
vibration, and for all petroleum liq- 
uids and gas services. 


Washington Gas Light to 
Construct $2,000,000 
Natural Gas Pipeline 


WASHINGTON Gas Light Com 
pany, of Washington, D. C., plans to 
construct approximately 11 miles of 
24-inch natural gas pipeline and a 
river-crossing of the Anacostia River 
in the District of Columbia and Prince 
Georges County, Md. Total estimated 
cost of the pre ject is $2,000,000. 


Range Shipments Set New Mark 


A TOTAL of 1,512,900 domestic gas 
ranges were shipped to distributors 
and dealers during the first eight 
months of the year, a 16.2 per cent 
increase over the 1,302,500 shipped in 
the same period in 1954, according to 
Edward R. Martin, director of mar- 
keting and statistics of the Gas Appli- 
ance Manufacturers Association. 

Mr. Martin’s statistics are based on 
a telegraphic survey conducted among 
GAMA’s domestic gas range division 
members and expanded to represent 
the entire industry. 


. Servel Names A. J. DeFino to 
Top Position in Air Conditioning 

Appointment of Anthony J. De- 
Fino, of Buffalo, N. Y., to the top po- 
sition in the air conditioning division 
of Servel, Inc., Evansville, Indiana, 
was announced recently by Duncan 
C. Menzies, president. 

As vice president and general man- 
ager of the autonomous air condition- 
ing division, Mr. DeFino will be in 
charge of manufacturing, marketing, 
distribution, and customer service on 
Servel’s “all-year” air conditioning 
equipment. 

For the past six years DeFino has 
been vice president and general man- 
ager of Fedders-Quiggan Co., of Buf- 
falo, manufacturers of room air con- 
ditioners, commercial refrigeration 
parts, automotive radiators and oil 
coolers, and cartridge cases. 

Servel, a pioneer in the field of Cen- 
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tral-type “all-vear” air conditioning, 
recently developed a direct-fired 3- 
ton heating-cooling unit, which is 
smaller in size and lighter in weight 
than previous 3-ton models. The com- 
pany announced recently that 100 of 
the new units will be field-tested by 
cooperating gas utilities, and that the 
new model will probably be ready for 
mass production by the middle of 
1956. 

The cooling phase of Servel air con- 
ditioning equipment is a development 
of the “no-moving-parts” absorption 
principle first introduced in the com- 
pany’s gas refrigerator 30 years ago. 


Gas Furnace Shipments at 


Record Highs 
SHIPMENTS of gas-fired warm-air 
furnaces for the first eight months of 
the year now exceed the total annual 
shipments for any year before 1954, 
according to the Gas Appliance Manu- 
facturers Association. 

Edward R. Martin, GAMA’s direc- 
tor of marketing and statistics, re- 
ported that a new monthly record was 
set during August with shipments to 
dealers and distributors of 104,100 
units, an increase of 38.2 per cent over 
the same month last year. Shipments 
for the first eight months of the year 
were 517,000 units, an increase of 35.9 
per cent over 1954. 

Mr. Martin said that 12,700 gas- 
fired boilers were shipped during Au- 
gust, an increase of 30.9 per cent over 
the same month last year. During the 
first eight months of the year, 49,500 
units were shipped for an 11 per cent 
increase over the same period in 1954. 

He added that gas conversion burn- 
er shipments remained low, with 24,- 
300 units shipped in August, a de- 
crease of 17.3 per cent from the same 
month last year. 

The estimates are based on a tele- 
graphic survey of GAMA’s house 
heating manufacturers and expanded 
to represent the entire industry. 


Ruud Aids Utilities in Setting Up 
Home Laundry Programs 


TO help gas utility home service di- 
rectors set up new home laundry pro- 
grams, or revitalize existing pro- 
grams, two nationally-known home 
economists have become affiliated with 
Ruud Manufacturing Company, Kala- 
mazoo, Mich. 

They are Mrs. Irene Goodhue Leck, 
former national home service director 
for the Maytag Co., Newton, Towa, 
and Mrs. Mary Dougherty Rockwell, 


who held the same position with the 
Thor Corp., Chicago. 

“Devoting their work to furthering 
the aims of the AGA New ['reedom 
Gas Laundry Program, Mrs. Leck and 
Mrs. Rockwell will render a valuable 
assist to Ruud’s own work in this im- 
portant field,” according to F. A. Me- 
l‘erran, general sales manager for the 
manufacturer of automatic gas water 
heaters. Mr. McFerran, to whom the 
home economists will report, pointed 
out that Ruud has developed a new 
home service file containing many 
home laundry campaign aids. : 


GAMA Elects Six Members 
SIX companies have been elected 
members of the Gas Appliance Manu 
facturers Association, according to H. 
Leigh Whitelaw, managing director of 
the association. 

This brings the total membership 
to 589 companies. GAMA’s members 
make more than 95 per cent of all the 
gas appliances manufactured in the 


The newly elected members are: 

Edgewood Manufacturing Com 
pany of Baldwin Park, Cal., maker of 
circulating gas water heaters; Web- 
ster Valve Company of West [rank- 
lin, N. H., manufacturer of pressure 
and temperature relief valves; Star 
Metal Manufacturing Company, Ine. 
of Philadelphia, maker of gas hot food 
serving tables and gas coffee urn 
equipment; American Kitchen Divi- 
sion of the AVCO Manufacturing 
Corp., Connersville, Ind., manufac- 
turer of kitchen cabinets, dishwashers 
and vent fans ; Steven Manufacturing 
Corp. of Nashville, Tenn., maker of 
domestic cooking appliances: and 
Wheelco Instruments Division of Bar- 
ber-Colman Company of Rockford, 
Ill., manufacturer of combustion safe- 
guards. 


Portable Gas Detector 

A REDUCED-SIZE, light-weight 
portable detector for combustible gas 
explorations is described in a new 
leaflet, Form G-755, issued by John- 
son-Williams, Palo Alto, California. 

Discussed in this literature are two 
new features of convenience and ad- 
vantage, including an automatic shut- 
off to minimize battery drain, and a 
sample-drawing system designed to 
minimize operator fatigue. Illustrated 
in use, the unit is described with nu- 
merous of the accessories which are 
available for special requirements. A 
price list covers complete instruments 
and auxiliary units. 
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- WE BELIEVE IN THE BLUE FLAME 

















i: SO DO NEW JERSEY 


HOME => BUILDERS 











rv 
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d, In many of the vibrantly expanding residential areas of New Jersey, new Blue 
e- Flame homes are being built. 


Public Service Electric and Gas Company has assumed leadership in this field 
of growth for the gas industry. We believe in the Blue Flame... and so do the 


ht architects and builders in New Jersey who have designed and constructed these 
aS J wonderful new homes which utilize all seven uses of gas. 

W i 

n- In the years to come, we believe that new and greater uses in the home will 
a. be found and developed for gas — the wonder fuel — that saves homeowners time, 


work and money! 














\ Public Servant of a Great State 


A-496-55 
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“big voice xiv \ 


doubles as P. A. system 


If you, or your dispatcher, have ever called a 
work crew and received no answer because com- 
pressors, ditchers and other noises drowned out 
the radio’s message, or because all men were work- 
ing too far from the truck to hear the call—you 
need Motorola’s ‘‘Big Voice’’. 


High noise level is no problem when your trucks 
carry the new ‘“‘Big Voice’’ 2-way radio system. 
The weatherproof loudspeaker, mounted outside 
the truck cab, shouts with 10 times the normal 
audio power to carry your message clearly hun- 
dreds of feet away. And there’s no more need to 
waste a man on stand-by duty at the truck. 


A bonus feature permits the foreman to use the 
**“Big Voice’’ asa public address system, using the 
standard ‘“‘Big Voice’? mike when he’s in the cab 
and the optional ‘‘Handie-Micro-Talkie”’ cordless 
mike when remote from the truck. The ‘‘Big 
Voice’’ radio, audio, and P.A. booster fit com- 
pactly inside Motorola’s standard mobile housing. 
The outside speaker can be muted for normal radio 
use, of course. 


When you buy your next 2-way radio, make it 
Motorola’s ‘‘Big Voice’’ and get the extra benefits 
of this versatile unit. Send for complete descrip- 
tive literature today. 





2-WAY RADIO 


MOTOROLA COMMUNICATIONS & ELECTRONICS, INC. 
A SUBSH IDIARY OF MOTOROLA, INC 

D e CHICAGO 51, ILLINOIS 

TIC ELECTRONICS LTD. TORONTO, CANADA 








WORK CREWS HEAR MESSAGES 


LOU > AND 5 CLEAR 





Complete unit fits inside standard mobile housing 





] 0 times more powerful than conventional units 


















flip of a switch 





Switch from radio to P.A. and back with just o i 


eeeceooevovoac uae eceoeevee ee eevee eeeeeeeeeeeneee e808 


MOTOROLA 
AA 
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Motorola consistently supplies more mobile and portable 

radio than all others combined. 

Proof of acceptance, experience and quality. 

The only COMPLETE radio communications service— 
specialized engineering... product... customer 
service... parts... installation... 
maintenance... finance... lease. 

“The best costs you less—specify Motorola.” 


@eeeseeeeeeeeeeeece 
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w five-day 


financial seminars... 


have been designed to acquaint selected utility 
officials with the inner workings of New York's 
financial community. 


These seminars are made possible through the help 
of many financial specialists who give a firsthand 
account of their particular operations. 


In addition, our well-known Public Utilities Round 
Tables will continue as in former years. 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $125,000,000 Total Assets over $1,400,000,000 
WuuamM N. Enstrom, Chairman of the Board Ricuarp H. West, President 
Public Utilities Department—Joun F. Cuitps, Vice President in Charge 
MEMBER FPEDERAL DEPOSIT INSURANCE CORPORATION 


m™ @eeeeeeeeeveeeee2022080 
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OW AVAILABLE! 
UNITED EDITION! PROCEEDINGS. 


—— 1954 CONVENTION 
sna AT CHICAGO 

NATIONAL ASSOCIATION OF RAILROAD 

AND UTILITIES COMMISSIONERS 








Tuis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
services of public utilities and transportation 
companies including the following: 


Regulation and Technological Developments in the Communication Field — Recent 
Developments in Transportation—The Problem of Financing the Cost of Effective 
Regulation — State-Federal Cooperative Regulation of Motor Carriers — Telephone 
Committee Report—Depreciation—Accounts and Statistics—Engineering—Corporate 
Finance—Legislation—Rates of Public Utilities—Railroad Passenger Deficit Problem— 
Resolutions adopted by the Association. 


Price $10.00 





OTHER PUBLICATIONS OF THE ASSOCIATION 


Local Service Telephone Rates in the U. S.: 
An excellent compilation of rates prepared by NARUC subcommittee on “exchange rates’ for 
all exchanges of Bell System, the rates of cities of fifty thousand population or more for Bell and 
Independent exchanges, rates of borrowers from R.E.A., and tabulation of above exchanges which 
had ten cent coin telephone rate in effect June 30, 1954. 125 pages punched for use in loose 
leaf binder piLtaet eaten ate See ee eae er Se $2.00 


Message Toll Telephone Rates and Disparities: 
400 pages of text, tables and charts, hard back cover—the report of the NARUC-FCC Joint Toll 


Rate Subcommittee A EN mE Mc SEES oN Bin a cn CEO lars ag Dod $6.50 
Telephone Separations Manual with 1952 Addendum ............-sceeeeeeeeees $2.00 
Depreciation: 


1943-1944 Reports of Committee on Depreciation (reprinted in one volume because of 
special demand). The reports present a very comprehensive and complete analysis 
of the problems of depreciation on public utility regulation and set forth conclusions 
concerning the policies and practices which should be followed in respect thereto. 


SPD MPEISS BP PTMODUNO oe eG Bic eens ass Ge aie acute samsecunns sules acess $4.50 

(1946) Methods of Pricing Retirements from Group Property Accounts .............. 1.25 

(1948) Letter Symbols for Mathematics of Depreciation .......................220.. 1.00 

(1948) Half Cycle Methods of Estimating Service Life ................... 00002 e eee 1.00 

(1950) Remaining Life Basis of Accounting for Depreciation ........................ .50 

(1954) Report of Committee on Depreciation — an analysis of "economic depreciation" .75 
Interpretations of Uniform System of Accounts for Electric Utilities 

SSEIEE TENDS, Eb ED TED MEW BB TO NUON) oisois 520 cbs 500s eee s seueesesscece 1.50 
Interpretations of Uniform System of Accounts for Gas Utilities 

Cee es ED LEONE BUTE 5.0% o1066'os snosiss noes ele sino sesso 0.4% 010% 1.50 
Interpretations of Uniform System of Accounts for Water Utilities 

SRI NDS, EP MEU OO OD SUOEE iiassi0 52s so i050 0's 005 60s s bse ones sees cine 1.50 


(When remittance accompanies order, we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 
P. O. BOX 684 WASHINGTON 4, D. C. 
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new style! new comfort! new power! 


new Internationals ! 








New INTERNATIONAL “S-line” includes light, medium and heavy- 
Functionally stvled for practical good looks ! duty models from 4,200 to 33,000 Ibs. GVW, with 10 gasoline and 


LPG engines, every modern truck feature. 
Here are the new INTERNATIONALS. . . a great new truck 


line from any point of view! Their clean-lined styling is trim 
and functional — designed to take the rough going of 
truck work without excessive repair costs. 


Driver designed for real comfort ! 


They give you real comfort, too! They’re driver-designed to 

let you work longer without fatigue. Loaded with performance 

and handling features that make hauling jobs easier. 

More usable horsepower for BIG money savings ! 

These great INTERNATIONAL trucks offer more horsepower — 

develop their power for sustained operation at lower, more 

economical engine speeds. They’re all truck with no passenger 

car engines or components asked to do a truck job. That ee Pe ‘ 5 pac agree: = 

: 7 ° ou reiax in comfort in omto-Vision cabs. om ort-ang e 

saves yuu the BIG money — the over-the years operating steering wheel. Low hood for closer view ahead. “‘Quiet-ride” roof 

and maintenance money. Drive them today, at your lining, draft-free doors. Choice of 24 solid and optional two-tone ex- 
| INTERNATIONAL Dealer or Branch. teriors. Optional deluxe cabs have color-keyed interior, chrome trim. 


INTERNATIONAL HARVESTER COMPANY e CHICAGO reg 


All Truck Built to 


® 
a al T E RN. : IONAL save you the BIG money! 
International Harvester Builds MCCORMICK® Farm 
Equipment and FARMALL® Tractors . . . Motor Trucks 
Industrial Power... Refrigerators and Freezers 
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Analysts Journal 


1. 


Twofold Benefits From The 


Its timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Y our Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 

















THE ANALYSTS JOURNAL 
20 Broad Street, Room #908 
New York 5, N. Y. 


Gentlemen: 


C) Please enter my subscription for one year at the subscription rate of 
$5.00—United States; $5.50—Canada. 


((] Please send me your advertising brochure. 


SCHCSSEH SHOE SHS SHSEHOOSHSHOHO SESH SSES TOO SOO ES ESEO SOLES ESES EO SECeCeeCoeCS 
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... then Pioneer Service & Engineering Co. with ai 
53 years of experience in this specialized field, Aus 
stands ready to help you with a complete service 
including preliminary plans, load studies and 
site selection, the design of the plant and 
arrangements for financing its cost. 


Our services and facilities are outlined 
in our booklet, ‘“‘Pioneering New Horizons” 
yours for the asking. 








Pioneer Service & Engineering Co. 
231 SOUTH LASALLE STREET e CHICAGO 4, ILLINOIS 





Consulting Engineering @ Power Plant Design 
Purchasing and Expediting @ Financial Advisory Service 
Forecast, Load Study and Performance Analysis 

Stock Transfer and Dividend Disbursement 


Valuation, Insurance, Rate and Business Advisory Service 
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Typical Users of 
Newport News Equipment 


PLANT 
Boone 
Buchanan 
Caonillas 
Chief Joseph 
Clark Hill 
Deer Lake 
Folsom 

Fort Patrick Henry 
Hiwassee 
Hoover 

J. H. Kerr 

Jim Woodruff 
Lower Salmon 
Norris 

Rock Creek 
Santee-Cooper 
C. J. Strike 
Whitney 
Wilson 


LOCATION 
Tennessee 
Texas 

Puerto Rico 
Washington 
South Carolina 
Newfoundland 
California 
Tennessee 
Tennessee 
Nevada 
Virginia 
Florida 

Idaho 
Tennessee 
California 
South Carolina 
Idaho 

Texas 
Alabama 


General view of dam at Grand Coulee, built by the Bureau 

of Reclamation, which utilizes 18 Newport News turbines, 

the most powerful ever built. Nine are 150,000 h.p. units, and 
the other nine are rated at 165,000 h.p. each. 


in building 
Water Power Equipment 


Turbines designed and built for the world’s largest 
development at Grand Coulee...and for other 
hydroelectric installations in America and various parts 
of the world... bespeak the skill and facilities 

offered by Newport News. 


This trained organization has filled hydroelectric 
turbine contracts with an aggregate rated output 
of 7,000,000 horsepower. 


Other equipment designed and built by Newport News 
includes penstocks, pressure regulators, valves, pumps, 
gates and rack rakes. Upon request, a copy of our 
illustrated booklet entitled “WATER POWER 
EQUIPMENT” will be sent to you. 


Newport News 
SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 
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Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value... 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 





Robertson 


Q-Panels 


H. H. Robertson Company 
2400 FARMERS BANK BLDG. °* PITTSBURGH 22, PA. 
Offices in Principal Cities 


a2 egene ROSEN EES waeek, 


cueas guess SUSE vorns seeepeenes SER 












La. 

Q-Panel walls grace the new Elrama Power 
Plant (above) near Pittsburgh. It was designed 
by Duquesne Light Company’s Engineering 
and Construction Department. The Dravo 
Corporation was General Contractor. 























Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 





Please send a free copy of your Q-Panel Catalog. 


NAME 
FIRM 


ADDRESS 
PUFI 














The First Book of Its Kind . 


PREPARING FOR THE UTILITY RATE CASE 


by Francis X. Welch, B. Litt., LL. B., LL. M. 


The satisfactory solution of the most expensive and difficult problem of Commission Regulation— 
The Rate Case—depends very largely upon how well and how thoroughly the details of 


preparation have been given attention. “Preparing for the Utility Rate 
Case” is a compilation of experiences taken from the records of 


actual rate cases. It has required two years of research, 
study and analysis, conducted by Francis X. Welch, Editor 
of PUBLIC UTILITIES FORTNIGHTLY, with the aid and 


cooperation of selected experts, to complete this treatise. 


The volume, being the first of its kind, should be found 
invaluable to utility executives, rate case personnel, 
attorneys, accountants, consultants, regulatory com- 
missions, rate case protestants, and, in fact, to all persons 
engaged in or having an interest in rate cases. 


Among the values of this compilation are the reviews of 
methods and procedures, which have been found helpful in— 


© simplifying and speeding up rate case 
groundwork 

® saving time and expense of companies, 
commissions and other parties 

© cutting down “lag losses” 

® aiding the consumer by making possible 
faster plant and service improvements 

® increasing the confidence of investors 


—all of which are in the public interest. 


The volume does not offer a program of standardized 
procedures for rate case preparation, but reviews the plain 
and practical methods that have been used. 


These chapter headings indicate the coverage: 


The Birth of the Utility Rate Case 

Public Relations and the Rate Case 

The Birth of Utility Company Rate Opposition 
The Grand Strategy of the Rate Case 
Selection and Function of the Attorney 

The Mechanics of Rate Case Preparation 
Proof of the Rate Base 





Completing the Rate Base; 
Working Capital 

Operating Expenses 

Operating Expenses, Continued— 
Annual Depreciation 

The Rate of Return 

Rate Adjustments—Allocations 


The Completed Rate Base—Overheads, Land, 
Depreciation, Working Capital 


> The edition is limited, so be sure to order your copy today. 


PUBLIC UTILITIES REPORTS, INC., Publishers 
NEW BOOK DEPARTMENT 


309 MUNSEY BUILDING 
WASHINGTON 4, D. C. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








Tue American Appraisat Company 
ORIGINAL COST STUDIES e VALUATIONS @ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 











* Standby 
%* Augmentation 
* 100% Town Supply 


Engineering ¢ Construction 





Design ¢ 


DRAKE & TOWNSEN 1B) 11 WEST 42ND STREET NEW YORK 36,N. Y. 





@erpoRmartre no 





THE FLUOR CORPORATION, LTD. 


Engineers * Constructors * Manufacturers 


LOS ANGELES 22, CALIFORNIA 
Builders of steam generating and hydro-electric power plants 
New York ¢ Chicago ¢ Houston ¢ San Francisco « Tulsa ¢ Philadelphia ¢ Toronto « Calgary « Denver 
Affiliates: SINGMASTER & BREYER, INC., New York City, N.Y. 
H. G. ACRES COMPANY, LTD., Niagara Falls, Ontario 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 


$2 Jord, Bacon & Davis 
— adh 


NEW YORK @ CHICAGO e@ LOS ANGELES 




















GIBBS & HILL, Inc. 


CONSULTING ENGINEERS 
DESIGNERS *CONSTRUCTORS 
NEW YORK LOS ANGELES 

















ENGINEERS © CONSULTANTS © CONSTRUCTORS 


607 WASHINGTON ST. 
READING, PA. 


@ WASHINGTON @ PHILADELPHIA @© NEW YORK 


G Q GILBERT ASSOCIATES, INC. | 
Oo 


FOUNDED 1906 

















W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studes 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 

















CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


134 So. LaSalle Street Chicago 3, Illinois 














GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave... Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 











Mention the FortNIGHTLY—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE e COLUMBUS, OHIO 














JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 








ee Fu lj eat loyorulion 


em GINEER S ° CONSTRUCT O'R S 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢ MANAGEMENT 
SURVEYS ¢ INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 











William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
_ Utility Management Consultants Specializing in REGULATORY 
WATER © COST ANALYSIS “PROBLEMS 
for past 35 years 
Send for brochure: ''The Value of Cost Analysis to Management"’ 














N. A. LOUGEE & COMPANY 


Engineers and Consultants 
REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 

120 Broadway New York 














CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET eee BOSTON 10. MASS. 








Mention the FortNIGHTLY—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 


MIDDLE WEST SERVICE COMPANY 


Business and Engineering Consultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS) 








Organization « Corporate Practices * Accounting * Budgeting * Financing * Taxes * Stock Transfer * Apprai Val °€E 
Analysis « Cost of Money Studies * Depreciation Studies * Engineering * System Planning * Industrial Engineering © ier Business Rates * Pricing 
Soles and Marketing * Safety * Insurance * Pensions ¢ Employee Welfare * Public Relations * Advertising * Personnel ¢ Industrial Relations 


20 NORTH WACKER DRIVE « CHICAGO 6, ILLINOIS 








Pioneer wee ie ata Co. 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 





231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 

















SANDERSON & PORTER 
ENGINEERS & 
AND 


CONSTRUCTORS 














Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Usilstses—Industrials 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 














The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Re ports—Appraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














Whitman, Requardt and Associates 
Publishers of the 35-year-old 


DESIGN — SUPERVISION HANDY-WHITMAN INDEX 
for Publi ili 
REPORTS — VALUATIONS Conteutten Com Yeoads 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 











Mention the FortNIGHTLY—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (concluded) 








Abrams’Aerial Survey 


Topographic and Planimetric Maps 
Mosaics, Plans & Profiles for all 
Engineering work. 








Abrams Bldg. Lansing, Mich. 





Deter F. Loftus 


COUR P O-RA Et ee 


DESIGN AND powcomiaentpge ENGINEERS 
Electrical * Mechani t 
Civil * Th dy 





ee ee 





FIRST NATIONAL BANK BLDG., PITTSBURGH 22, PA 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Uiiity Valuations, Reporte and 
inal Cost Studies 


910 Electric ilies Indianapolis, Ind. 








LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LASALLE ST., CHICAGO 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anbd SERVICE CO. 


327 So. LaSalle St., Chicago 4, HL 














LUTZ & MAY 


Consulting Hngineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 

















GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Invesigations—Reports—Appraisals 
* Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 


_ 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 














FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SOUTH MICHIGAN AVENUE, CHICAGO 








A. S. SCHULMAN ELECTRIC Co. 


Electrical Contracting Engineers 


TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—INDUSTRIAL—COM MERCIAL 
INSTALLATIONS 


Los ANGELES 





CHICAGO 














JACKSON & MORELAND 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
BOSTON NEW YORK 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 
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Simplified Bell Joint Clamps 








1. Bell joint 
2. Perma-Seal 
Compound 
3. Bell joint 
clamp 






CROSS SECTIONAL 
VIEW 


New Perma-Seal and Safty Seal Weld 


sleeves available for steel %c. steel, steel 
to cast iron, split slee ws» ‘or ‘epair of 
steel pipe e: . completely insulated 
sleeve* tur corrosion control. 


ee 


Typical’ installation in the removal of 
4! valve and replaced with safety 
. seal weld sleeves. 





Steel to steel sleeve 





Cast to cast sleeve 





UNITED PIPE UTILITY SUPPLIERS, INC. 0x 777, sevoit, wisconsin 








Clamp in place and 
compound being 
inserted. 


Specially designed gun 
for compound insertion. 


SEALED BY 
ADHESION 


WITH PERMA-SEAL COMPOUND 
WITH THE FOLLOWING ADVANTAGES: 


@ Smaller street openings required because no excavating or 
cleaning necessary in back of the bell. 


@ The clamp does not require adjustment, or filling and 












facing of the bell. 


@ The clamp is engineered to fit all variable pipe 
wall thicknesses without adjustment and to fit 
all types of bell joints including sleeves, drip pots, 


valves and odd size pipes. Available sizes: 3" to 
36" diameter. 


@ This clamp fits in confined areas because it requires 
no greater area than the existing bell for installation. 


@ This leak clamp becomes a seal by ad- 
hesion rather than by compression. 


@ This clamp allows ground movement and vibration 


to take place without the danger of leaks after 
installation. 


@ Once installed the joint becomes trouble-free 
and permanent. 


WwW it 7 for full information and prices about 
rite: the Newest Method in Pipe Connections 





FIRST USE OF A HIGH-DIELECTRIC GAS for power transformer insula- 
tion, which foretells eventual displacement of oil- and askarel-filled 
designs, is discussed here by J. W. Butler, Mgr.—Marketing, and J. W, 
Seaman, Gen. Mgr., of G.E.’s Power Transformer Dept. 


Recent advances in power transformers spotlight 


PROGRESS IN REDUCING SYSTEM COSTS 


AEE * 
FULL-TIME OPERATION OF G.E.’S 
SOUND LAB speeds design of quieter 
transformers, permitting installation 
closer to homes. 

FASTER DESIGNS ore results of card 
programmed calculator checked here by 
Analytical Engr. E. Magnusson and L. 
Wetherill, Mgr.— Power Trans. Engrg. 


UPRIGHT SHIPMENT OF ALL POWER TRANSFORMERS from G.E.'s 
Pittsfield, Mass., plant last year highlights successful efforts of G-E 
engineers to keep designs compact, making installation simpler, faster, 
less costly. Above, transformer and accessories are shipped on same car. 


Gas for insulation and cooling suggests direct 
operating savings, new reduction of nois: provicii 


One of the most radi-al develop- 
ments in power transformers, the 
practical application of sulfur hexa- 
fluoride for insulation and cooling, 
holds considerable promise for help- 
ing electric utilities meet the need 
for higher-voltage units at lower 
expenditures per kva. 


NEW TRANSFORMERS 


As a result of more than two years 
of prototype development, two 
2000-kva, 69-kv transformers are 
nearing completion at General 
Electric’s Power Transformer De- 
partment in Pittsfield, Mass. Fol- 
lowing field test experience in co- 
operation with Consolidated Edi- 
son of New York, the new gas- 
filled design may well be extended 
to much higher ratings with con- 
sequently greater savings in store 
for the future. 

For the electric utility industry, 
the new transformer design will 
offer attractive economies through 
improvements in safety, sound, 
and lightness. The oil hazard has 


beer removed, transformers v..n be 
more easily installed, and, perhaps 
most important, they can be in- 
stalled closer to load without 
creating undue acoustic disturb- 
ances. 

Like the rapid acceptance of up- 
right transformer shipments and 
the advances in noise reduction 
forecast by full-time operation of 
G.E.’s Transformer Sound Labora- 
tory, gas-filled transformers mark 
another example of the significant 
progress that General Electric engi- 
neers, working in co-operation with 
the utility industry, have made 
toward improving system opera- 
tion and lowering system invest- 
ments. For more information con- 
tact your G-E Apparatus Sales 
Representative. General Electric 
Co., Schenectady 5, N. Y. 301-298 


More Power to America 
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